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Abstract
Health care reform has been described as a global epidemic. This thesis deals with
nature and experience of health care reform in developing countries. Increasing
privatisation, economic transition, and structural adjustment have provided the context
for health system changes. Different approaches to reform have been developed by
international organisations such as the World Bank, WHO and UNICEF. What has
driven national health care reforms? Are such policies really appropriate to developing
countries? Has a consensus now emerged in relation to international health policy? Has
a new health care 'model' appeared? The study of health care reform in Cambodia is a
timely opportunity to investigate the implementation of health care reform under
extreme conditions. These conditions include a legacy of genocide, long-term conflict,
political isolation, and economic transition. This case study uses both qualitative and
quantitative methods and multiple sources of data to analyse the reform program. The
study reinforces the conclusion that, under conditions of extreme poverty, market based
reforms are likely to have limited positive impact. Rather, understanding the cultural
conditions that determine demand, delivering health care of a satisfactory quality,
providing appropriate incentives for health practitioners, and supporting services with
adequate public funding are the prerequisites for improved service delivery and
utilisation. Cambodia's strategy of integrated district health service development and
universal population coverage may provide an instructive example of reform. Emerging
policy issues identified by this case study include the fundamental role of equity in
service provision, the influence of the social determinants of health and illness, and
interest in the appropriate use of evidence in international health policy-making.
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Glossary
Alma Ata: the International Conference on Primary Health Care held at Alma Ata,
Kazakhstan, in 1978, spondored by WHO and UNICEF and attended
by representatives from 134 nations. Produced the Alma Ata
Declaration.
Asymmetric information: or imperfect information; the idea that information about
health care 'commodities' (treatment) is unequal between 'sellers'
(health practitioners), who have nearly complete information, and
'purchasers' (patients), who have little or no information about the
nature of their own illness or its treatment.
Bamako Initiative: a series of policy reforms formulateded in response to the
deterioration of public health systems in developing countries in the
1970s and 1980s; launched in 1987 by African Ministers of Health at
a WHO-UNICEf-sponsored meeting in Bamako, Mali; proposes
community participation in financing and management of primary
care servIces.
Bilateral assistance: foreign assistance provided to developing countries on a formal
country-to-country basis through governments.
Economic transition: the term used to describe those countries which are in transition
from formerly socialist economic and political systems to market-
based systems.
Elasticity of demand: the degree to which demand for commodities responds to changes
(increases or decreases) in elastic demand describes a more
than proportional change in demand to a change in price (less than 1),
and inelastic demand describes a less than proportional change (more
than 1).
Equilibrium analysis: analytical method in economics that investigates the relationship
between supply and demand under various conditions related to price;
xiii
equilibrium is the point where supply equals demand; based on the
assumption of perfect competition.
Externalities: arise in markets when one producer or consumer imposes costs or confers
benefits on others and this effect escapes being priced; can be either
positive (e.g. immunisation protects others from epidemic disease as
well as the immunised) or negative externalities (e.g. duping of
wastes).
Kampuchea: the English transliteration of the common name given to Cambodia by the
Khmer people; the formal name of Cambodia during the DK and PRK
periods; since 1990 the official title of the country has been State of
Cambodia.
Market failure: a situation in which the market does not operate automatically to
produce an optimum (pareto) outcome in the supply and demand for
commodities; the exhaustion of irreplaceable resources is one
example; situations of imperfect competition is another.
Modernisation theory: proposes that all societies would eventually pass through the
same stages of growth from traditional agriculture to modem
industrial development that had occurred in industrialised nations;
based on the work of Walt Rostow in economics and Talcott Parsons
in sociology.
Multilateral assistance: foreign assistance provided to developing countries through
umbrella international aid organisations including those in the UN
system such as the World Bank, IMF, WHO or UNICEF.
Neo-classical economics: conservative economic doctrine dating from the late 19th
Century, modeled on the physical sciences by using mathematical
calculations to test a small set a axioms; often known as 'positive
economics'; posited a utility maximising homo economicus operating
in the market under conditions of perfect competition.
Neo-liberal economics: a term used to describe the ideas and arguments put forward by
the 'Chicago school' in economics (associated with Milton Friedman)
and the 'Austrian school' in political economy (associated with
xiv
Fredrick Hayek); replaced Keynesian welfare economics with supply-
side, monetarist ideas based on control of inflation and the 'freeing' of
markets.
New Public Management: the name given to managerial changes that emerged within
the British civil service in the early 1980s based on the transfer of
private sector management models to the public sector.
Pareto optimality: an optimum outcome in terms of total welfare where no further
changes are possible in the distribution of income and resources
between individuals without making at least ·one person worse off;
obtained under conditions of perfect competition where externalities
are absent; named after the Italian economist Vilfredo Pareto.
Perfect competition: an ideal or abstract type of market in which all sellers and buyers
are omniscient on that part of the market they have in common; there
is no collusion, no individuals alone can affect price or quantity,
information is perfect.
Public goods: have the characteristics of non-excludability (cannot prevent anyone from
consuming) and non-rivalry (one's own consumption does not
preclude any others) in consumption; public health is the classic case
of non-exclusion (e.g. national campaigns to eradicate infectious
diseases).
Structural Adjustment Program: a form ofloan assistance from the World Bank or the
IMF to relieve balance of payments deficits or debt repayments based
on an agreement of the borrowing country to undergo a program of
economic restructuring including freedom of international trade and
investment, currency devaluation, and reduction of social sector
spending.
Vertical programs: health care programs designed to deal with a single treatment or
disease (such as antenatal care or malaria); sometimes called 'national
programs' for disease controL
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Glossary of Khmer terms
(N.B. The following are transliterations from the Khmer script. There is no commonly
accepted method of transliteration into English.)
achar - Buddhist priest
chku 'et - a universal tenn for behavioural disorders and insanity
hau braUn - healing ceremony (calling out a distempered 'soul')
khaet - province
khum - commune
kru - healers
kru choul roub - spiritual 'medium' or fortune teller
kru khmer - traditional healer
mondul sokhaphibal - health centre
monthipaet - hospital
monthipaet bang ek - referral hospital
monthipaet khum - commune clinic
monthipaet srok - district hospital
phenka kroub dandab - health coverage plan
phum - village
proporn sokhaphibal thmey - new health system (health care refonn)
sokhaphibal - health care
sokhapheap - health
srok - district
srok sokhaphibal protebataka - operational health district
wat - Buddhist temple
xvi
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Foreword
I began to gather the material that eventually became the subject of this research in
1994, when I was working in Cambodia with Save the Children Fund Australia (SCFA).
At that time, I saw the efforts of the Ministry of Health to make the best out of a bad
situation. Among other things, SCFA assisted a primary health care project in Kampong
Cham Province, for which I was the project manager. This first stimulated my interest
in health care policy, and I undertook studies at that time on development issues in
Cambodia including the health situation. I began the research for this thesis following
encouragement from colleagues at Deakin University when I returned to Australia in
1996.
This is a broadly based study. It involves an investigation of both international health
policy and social conditions in Cambodia. It looks at historical, socio-economic and
health-related issues. The thesis adopts a social science perspective in order to
investigate questions of national health policy within the context of local and
international economic and social conditions. It seeks to assess whether the policy
adopted is appropriate to the conditions encountered in this needy country.
The thesis may require some patience from the reader as it is broad in scope and
covers a large amount of data. I can not help but think of words from In the Skin of a
Lion when Michael Ondaatje writes that the first sentence of every novel should be:
"Trust me, this will take time but there is order here, very faint, very human". Arundhati
Roy uses almost the same expression when she writes, in 'The Greater Common Good' ,
a essay from The Cost of Living, about the cIammingof northern India's Narmada River:
"Trust me. There's a story here."
I have attempted in this research to keep in mind the needs of, and the constraints
placed on, health workers in Cambodia who must do their best with extremely limited
resources under quite adverse conditions. My approach therefore was to keep the
analysis as far as possible within the limits imposed on the situation and to make a
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modest contribution to thinking about the best way forward in the circumstances. There
is hope as well as need in Cambodia, and given time and patience the situation will
improve. Cambodians have survived a holocaust and have started again, and there is
evident intelligence and ability in the way that health tasks are tackled.
This critique attempts to address the issue of health care reform on its own
theoretical ground, to highlight its weaknesses, and to give some direction for future
development. Potentially, some readers might be dissatisfied that the idea of reform is
not totally embraced. others that it is not dismissed out of hand. However, the research
deals with a real situation, and it is not possible to recommend that the process simply
be started again from the beginning if shortcomings are apparent. The main question is
how to build on achievements, account for constraints, and move ahead.
There is an inherent difficulty in conducting research of this nature into a
contemporary, real world situation. The researcher has no control over the subject of
research. And just as soon as data is gathered and an analysis is carried out, the situation
changes, moves on, new data becomes available, old problems are resolved and new
ones arise. It is not possible to keep up with such a situation while carrying out the
research. A number of lasting insights were gained from the study and a new level of
understanding about Cambodia's health care situation. It must be accepted, though, that
the specific findings of the research could become, in a sense, quickly out of date. If
new developments confirm certain research findings and challenge others, this should
not be a cause of concern. The research itself can only provide a backdrop against
which new developments are illuminated. If just that much has been achieved, the effort
was worthwhile.
There is genuine concern in the international health community about policies
pursued by the World Bank and the IMP, especially those policies related to debt and
structural adjustment. This concern is justified. Developing countries have been given
little choice but to adopt policies sometimes dictated by the international organisations.
These policies often involve the liberalisation of market relations related to trade and
investment and to constraining the social sectors. While not an extreme case, this
situation is evident in Cambodia too.
xx
To understand the issue of health care reform in Cambodia, it is first necessary to
understand health reform itself. This alone is a major task, given the volume of
literature written on the issue. Even so there is no clear, reliable definition of the
concept of health sector reform. Often, in reality, the terminology of reform is used to
mask underlying philosophical attitudes. Therefore, those countries now confronting the
issues of reform in health care and other areas could legitimately dismiss the concept as
a whole - or they can tackle it, deal with it, amend it, and make what best can be made
of a situation not always freely chosen.
One might consider a different model of health care reform preferable to the one
presented in the context of economic structural adjustment, that is, a model that bends
more to social needs than to market priorities. There are, however, no panaceas to the
problem of health and health care in poor developing countries. The approach adopted
in this research is one that attempts to base itself on sound principles, an understanding
of national needs, an accounting of national and international resources, principles of
redistribution and equity, recognition of the need for an integrated health system, and on
appreciation of modem health care methods that respect traditional practices. This
thesis is presented, then, as a modest contribution to the understanding of a complex
and continuously unfolding human situation.
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Chapter 1
Investing in Health
Chapter One 2
Look to your health; and if you have it, praise God, and value it
next to a good conscience; for health is the second blessing that
we mortals are capable of; a blessing that money cannot buy.
(lzaak Walton. The Complete Angler. 1653)
The main points in this chapter are:
• Because health care refonn emerged in Cambodia at about the same time as
the publication of the 1993 World Development Report, Investing in Health,
this case study provides a timely opportunity to investigate the application of
the World Bank's health policy under real-world conditions.
• Health care refonn appeared as a global wave of policy development based on
market structures that has been applied in countries of all social and political
types with a promise to provide better health care at lower cost.
• The aim of this study is to investigate the appropriateness of health care
refonn policies as they are applied in poor developing countries where health
needs are great and resources commonly extremely limited.
• The methods used in this study build on past analyses of health care refonn,
on theories of policy analysis, and on the case study method in order to
answer questions about the nature and purpose of health care refonn in
Cambodia.
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1.1 International health policy
In the northern summer of 1997 in Washington the World Bank and the
MacArthur Foundation hosted a five-day workshop of leading economists (World
Bank, 1997a). The purpose of the meeting was to explore the agenda for development
economics in the early twenty-first century. The economists appeared to take a new
tack. No longer relevant, they conceded, was the dichotomy between the extremes of
state and market that had characterised the structural adjustment policies of the recent
past. The economists searched for a more pragmatic arrangement between markets and
governments - arenas where they believed the simplifying assumptions of theory were
seldom met - and hoped to find a synergy between the two. The limits of market
principles, the ability of governments to improve welfare and efficiency, the breadth of
the knowledge gap between developed and developing worlds, and the valid functions
of exogenous institutions were talismans for new directions in development thinking.
The platform moved beyond the prevailing 'Washington consensus' 1 of free trade,
stable macroeconomic policy and minimal government interference. In the future, they
claimed, the challenge would be to overcome inequalities that impair economic
performance, to address social segmentation built on the mal-distribution of wealth, to
improve the performance of governments, to respect local institutions, and to base
policy not on ideological argument but on sound empirical research informed by the
broad social sciences. But did the workshop signal a genuine break with past policy?
1 The Washington consensus was a pseudonym given by John Williamson from the Institute for
International Economics, Washington DC, to the program of economic reforms being urged on Latin
American countries by representatives from within the international financial agencies and the United
States' government (Williamson, 1990; Williamson, 1991; Williamson, 1993). The program was
presented originally to a US Congressional Committee in 1989 in support of the so-called Brady Plan for
economic restructuring. The 'consensus' was subsequently challenged on the grounds that it did not in
fact reflect universal agreement but rather conventional wisdom about conservative macroeconomic
policy recommendations (see, for example, (Taylor, 1992). The recommendations included fiscal
restraint, financialliberalisation, trade and exchange rate liberalisation, privatisation of state enterprises,
and legal guarantees on private property. Much of the program was mirrored in the World Development
Report 1991 (World Bank, 1991). The consensus notably excluded any proposals specifically related to
equity.
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The Washington meeting occurred roughly a decade after the Bank had become
the primary provider of financial assistance for health projects in developing countries
and had established health care reform as the leitmotiv of health development. The
prevalence of neo-liberal economic philosophy and economic restructuring lay behind
the approach, which was based on market models of health care reform taken from
Europe and the United States. With the publication of the World Bank's seminal 1993
World Development Report, Investing in Health (World Bank, 1993), Third World
health policy was principally to be a matter of economic decision-making in a market
setting. The effect was profound. The Lancet (1993) judged that the World Bank had
captured the initiative in international health policy-making. James Grant (1993), then
head of UNICEF, responded that the responsibility for health policy had always been
with the World Health Organisation (WHO) and would remain so.
In Cambodia in 1993 the holding of UN-sponsored national elections signaled the
end of more than a decade of international isolation and the country's transition to a
fully fledged market economy. The economic and political changes that accompanied
the election process led immediately to the return of the major international
development institutions, including UN agencies, the World Bank and the International
Monetary Fund (IMF). The changes also led, in the health sector, to the beginnings of a
national 'health reform' process. According to official policy, the Government's broad
objective was to raise the living standards of all Cambodian people through
accelerating the rate of economic growth and to extend health, education and social
services to the entire population within a decade (RGC, 1994: 2). These social
objectives were to be achieved at the same time as the Government devoted "...an
increasing proportion of its human and financial resources to the support of those
activities which facilitate the market process, rather than to those which restrain it"
(RGC, 1994: 3). The World Bank (1994: 1) argued that, in the public sector, "[t]he first
priority [in Cambodia] is to restore government services and to raise sufficient revenues
to pay for them", and to achieve this within the constraints of a tight macroeconomic
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policy and strict fiscal control? The Government defined its own role as the "manager
of development", a "partner' of the private sector", and as being mainly responsible for
the "development of human resources, education and health services" (RGC, 1995: 2-
4).
This thesis is a case study of health policy and health care reform in Cambodia in
the years between the country's two recent national elections (1993 to 1998), a period
of intense change. The particular subject is policy related to health care - that is, health
service delivery and utilisation - rather than the broader issue of health in general (see
1.5.4 below for definitions of main terms). The thesis investigates the implementation
of market-based health care reform under economic and political conditions which
ought to be regarded as particularly timely, given the nature of Cambodia's economic
transition (Chapter 3). The Cambodian Ministry of Health was one of the first in the
developing world to begin purposeful civil service reform, working closely with UN
agencies and international donors to implement changes initially in budgeting, human
resource planning, and management. This generated the feeling that there was "...a
reasonable prospect within the next 10 years of establishing an appropriate and
sustainable health system, suited to and meeting the needs of the Cambodian people"
(Mam Bun Heng & Key, 1995: 437).
What then was the experience of implementing the principles of Investing in
Health in such apparently apt circumstances? In effect, Cambodia provides an extreme
example through which to investigate the question of health care reform. Any previous
gains that might have been made in the health sector were effectively dismantled during
the 1970s, from which time the country was subjected to almost three decades of
foreign war, domestic genocide, perpetual internal conflict, and years of international
isolation. It is a situation in which health status and health services are, by any criteria,
2 Strict macroeconomic control was a condition of IMF support for Cambodia until its temporary
suspension for lack of compliance on key policies - notably an end to illegal logging; at a 1997 donors'
Consultative Group meeting, the IMF labeled forestry as "the single most critical issue facing Cambodia"
(Global Witness, 1998: 5). At approximately 9% ofGDP in 1997, the government budget is small;
defense and security accounted for 54% of government expenditure in 1997 while health received 6%
and education 10% (Chan et aI., 1999: 8-10).
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drastically inadequate. The example of Cambodia combines features that are common
to 'post-conflict situations' (Lanjouwet aI., 1999; Macrae et aI., 1995), that are
common to 'economies in transition' (Ensor, 1996), and that are the result of extreme
poverty. Yet it remains a situation in which there is both hope and forward movement.
Consequently, reform initiatives are tested there under stringent conditions and if
successful may well be applicable in parallel circumstances, or if unsuccessful may be
shown to be inappropriate under real-life conditions.
Described as a "global epidemic" and a "search for utopia" (Klein, 1993: 752),
health care reform has been applied in recent years across nations with widely differing
socioeconomic circumstances - from the industrialised nations of Europe and the
United States, to the transition countries of Eastern Europe, expanding middle income
countries, and poor developing nations. An analysis of the literature on health care
reform in developing countries, carried out by the International Clearinghouse of Health
System Reform Initiatives (ICHSRI) in 1997 and repeated in 1998, identified research
activities in up to half of the 115 countries recognised as low and middle income
(Cuadra & Escalante, 1998; Gonzales-Block, 1997a). The main findings of the ICHSRI
studies are summarised in Table 1.1.
There is a view (Almeida, 1998) that the current changes to global health
strategies constitute a third historic wave of health reform following the public health
innovations of the nineteenth century and the advent of the post-war welfare state. Is it
therefore possible to conclude that the implementation of health care reform policy will
lead to improved service delivery and ultimately to improved health status? Current
trends of increasing social inequality, declining government spending on health care,
and a rise in some measures of mortality and morbidity in poor developing countries
over the last two decades are not encouraging (UNDP, 1999; Werner, 1997; WHO,
1998). This third wave of health reform will be more likely to reverse these adverse
trends if goes beyond narrow economic limits and provides more resources for
popUlation health care.
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Table 1.1 Journal publications on research into health care reform in developing countries.
Articles and abstracts on health care reform 1992. 1996b 1997·1998
in developing countries 8 listed in Medline.
Total number of non-duplicated journal entries 336 29
Total number of countries cited 41 19
Total number of low and middle income countries 115 n.a.
Regions: % of I1!lblishedarticlesc % of Qublishedarticles
Africa 36.6 44.8
Asia 28.0 37.9
Latin America 15.5 13.8
Other developing countries 19.9 3.5
Total 100.0 100.0
Types of study: % of QublishedarticJesc %of Qublishedarticles
Developing countries (general) 19.3 n.a.
Regional studies 6.0 48.3
Comparative studies 3.3 13.8
Country case studies (data analysis) 71.4 37.9
Total 100.0 100.0
Keywords (NB. There is overlap in citations): %of total occurrences %of total occurrences
Policy 14.5 20.9
Health systemlhealth carelhealth service 11.8 17.9
Decentralisation 2.9 9.0
Reformlchange/flux in health system/care 15.4 7.5
Development/national/public-privateiprivatisation 21.5 6.0
Other 33.9 38.7
Total 100.0 100.0
. .Notes: a. excludes established market economtes and former SOCIaliSteconomtes; b. 1 Jan 1992 to 11 Mar 1997; c.
adjusted for arithmetic inaccuracy in published data.
Source: Based on Gonzales-Block (1997a) and Cuadra (1998)
The study of health care reform in Cambodia provides an opportunity to
investigate these issues in a real life setting. The central questions of this research are
therefore: What is the nature of Cambodia's health care reform policy; why was health
care reform selected as the preferred strategy; and what difference was the reform
policy expected to make in improved health-service delivery? In the following chapters
the origins and nature of global health reform policy will be analysed before moving to
evidence collected from Cambodia. The remainder of this introduction will examine
different approaches to health care reform, outline the main aims of this study, and
describe its methods of data collection and analysis.
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1.2 Models of health care reform
Policies characterised as health care reform have become increasingly diverse.
When health care reform emerged as a concept in the 1980s, the discussion focused
mainly on health care financing, the need to tap private financing sources, and the need
to reduce the role of government in service provision (Akin et aI., 1987). These original
proposals were based on three premises: (i) the rationale for reform was the prevalence
of strict budget constraints due to economic crisis; (ii) the aim of the reform was
revenue raising; and (iii) the main method for raising revenue was some form of user
charges (Akin et aI., 1987). The experiences of the last decade have subsequently
turned the attention of reform strategies to addressing problems that (by contrast)
"...often require a redefinition [i.e. restitution] of the role of the state, with greater
government involvement in providing public health activities ... " (World Bank, 1997b:
ix). Anne Mills (1998a: 13), the organiser of Reforming Health Sectors, the Eighth
Annual Public Health Forum sponsored by the London School of Hygiene and Tropical
Medicine in 1998, suggests that:
... an alternate view is beginning to be heard, that reform must match the diverse
institutional structures of countries, and that approaches based on principles of
strict regulation, competition and contracts are doomed to fail because those
regulated will always find ways to manipulate the situation. Instead, it may be better
to encourage the development of cooperation and socially oriented values and
motives.
This thesis will argue that the original proposals for health care reform developed
by the World Bank owed more to a neo-liberal commitment to market principles than to
an accurate assessment of concrete health conditions in developing countries, that in
practice many of the policies associated with reforms of this kind proved to be
inappropriate or detrimental, and that 'health care reform' therefore came to be
understood more broadly as a range of initiatives dealing with the public and private
delivery of services. International organisations - particularly the WHO and UNICEF -
have developed 'health care reform' policy with an eye on effectiveness and equity
rather than simply accepting a priori notions of economic efficiency. In the process,
health care reform has lost much of its particular meaning and has been reabsorbed into
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the broader field of health policy-making in general. Nonetheless, the World Bank
approach has had a lasting impact, and the idea that the market has an important role to
play in health care delivery remains fundamental to each of the different approaches to
health care reform. In this thesis 'health care reform' refers to the health policy process
begun by the World Bank.
As a result of accumulated experiences with health care reform in developing
countries, the practice of health care reform outlined by Investing in Health (World
Bank, 1993) had to be modified. Consequently, three different approaches (sometimes
implicit, sometimes explicit) can now be identified in the discussion and the practice of
health care reform:
1. A neo-liberal, market-based model adopted by the World Bank and linked with
structural adjustment and economic transition, characterised by an emphasis on
economic efficiency, the use of the price mechanism to distribute services (in
the form of user charges), and encouragement of a transfer of service delivery
to the private sector;
11. A population health model based on principles of public health developed by
institutions such as the WHO, which regard good health as a basic human right
and seek to strengthen service delivery through the public sector wherever
appropriate; this model accepts the argument that an adequate public-private
mix of service delivery is required and has been influenced by practices of
public administration based on the ideas of 'new public management'3;
iii. The third model is perhaps a variation of the second and could be called a
community development model; it proposes the need for community-based
3 New Public Management (NPM), or the Public Management Revolution, is the name given to
managerial changes that emerged within the British civil service in the early 1980s based on the transfer
of private sector models to the public sector. The concept gained increased popularity with the 1992
publication of Osborne and Gaebler's Reinventing Government (1992). NPM envisages replacing
service-oriented with commodity-oriented relations towards clients (labeled 'consumers' rather than
'patients' in the health sector). Emphasising cost-cutting and the purchaser-provider split, NPM was
derived from so-called New Institutional Economics (NIE - Coase, 1984; North, 1990; Williamson,
1987). NIE emphasised market failure, the transaction costs of economic activity, externalities and the
limits of privatisation. For a discussion of NIE in developing countries, see Harriss, Hunter and Lewis
(1995).
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programs of health financing, administration and service delivery adopting the
principles of the Bamako Initiative in Africa and Primary Health Care as
initiated at the 1978 Alma Ata conference (programs which are sometimes
associated with UNICEF).
A fuller discussion of the character of these different models of, or approaches to,
health care reform is included in Chapter 2. The various approaches to health care
reform reflect long-term differences in the understanding of health care principles.
Maynard (1995: 248) distinguishes between the liberal market 'ability to pay principle'
and the 'benefit principle', according to which health care is based on patients' needs.
These can be described as the market approach (model 1) and the welfare (or social)
approach (models 2 and 3). The ability to pay principle (market model) treats health
care as a question of individual preference, treats health services as commodities, and
proposes that delivering health services to those most able to pay for them produces the
most economically efficient allocation of health resources. Under the benefit principle
(social model), health care is treated as a citizen's right and health services are (mostly)
socially financed and socially distributed, based on need. These differing principles are
perhaps two ends of a spectrum along which many combinations of methods for the
financing and delivery of health services are possible. While the discussion of health
service alternatives is often polarised, most existing health systems combine the two
approaches in some way. For each country, this combination will vary over time.
In the 1960s, newly independent developing countries commonly favoured the
social model. Today, Cuba provides an example of the almost complete social provision
of health care, as a constitutional right, although the US economic embargo has erroded
previous health care gains (Bourne, 1998; Moore, 1998). The market approach is most
evident in the United States, and among developing countries has been most widely
applied in Chile (Jiminez de la Jara & Bossert, 1995; Reichard, 1996; Vergara, 1997).
During the last decade, the provision of public health services in many poor developing
countries has seriously deteriorated and unregulated private service provision has
become dominant. The late Brian Abel-Smith of the London School of Economics was
one of the first to propose that, in a comprehensive system, a combination of all health
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funding sources would be necessary to create equitable outcomes (Abel-Smith 1985). If
this is true, the main questions therefore become: What is the 'optimum' combination
of financing and service provision arrangements in each case? Precisely what roles will
the different agencies of the state and the market play? To what extent will such
decisions be made on the basis of theoretical principles and to what extent on evidence
about concrete national conditions? How is the right balance to be struck, and
according to what criteria? And, much more generally, has a consensus on answers to
these questions already begun to emerge among the protagonists of the various models?
A number of broader issues are also important to this discussion. One of the most
important, the role of ideology - and of theory - in policy-making, was mentioned
above. The idea that ideological commitment rather than sound evidence often played a
dominant role in health care reform policy formulation has gained momentum. Mills
(1998a: 14) argues that "...many [health care] reforms are driven more by ideological
motivations than objective analysis". Green (1995: 26) argues that changes to health
financing reflected both pressures on the health sector "...and in part a response to the
ideological shifts towards the Right". Maynard (1995: 247) argues that "[t]he health
care policy debate is usually derived from ideological beliefs ... [and that] value
judgments about policy goals need to be explicit and choices between structures and
outcomes be informed by evidence". Walt (1994: 48) explains that policy makers
themselves are often not value-free, not objective, have favourite types of solutions and
have specific ways of thinking. According to Reich (1994, cited in Walt & Gilson,
1994: 358); the "...ideological certainty expressed through policy documents such as
the World Development Report 1993: Investing in Health appears to be a great deal
more robust than it [in fact] is". This apparently misplaced ideological certainty could
be reflected in the failure to give full consideration to concrete national conditions.
Walt (1994: 58) refers to the example of Mali, where they claim health care reforms
were introduced too early by external advisors while little need for change was
perceived by local health policy makers.
The neo-liberal approach moved away from the long-held understanding of health
care as a 'public good' with particular characteristics not amenable to market principles
Chapter One 12
(Arrow, 1976). While experience has shown the neo-liberal approach to be
inappropriate in many respects in the health sector, it is important to note that the
shortcomings of the market approach were understood theoretically - and accepted by
most institutions, including the World Bank -long before market-based health care
reform was introduced. The important role of government in the provision of health
care has been recognised - at least in developed and formerly socialist countries
(Dunlop & Martins, 1995b; Musgrove, 1996) but has also been circumscribed to those
issues that involve pure 'public goods', subsidies for the poor, and the regulation of
social health insurance as a means for increasing efficiency. The respective roles of
state and market have received extensive attention in theory's of economic development
(Martinussen, 1997). From the 1980s, a number of writers focused on removing
government from economic affairs in developing countries (Chapter 2). Today, a more
even-handed view is evident.
Another issue is distribution. Because of the mixed results from implementing
efficiency-oriented health care reform policies in recent years, equity has again returned
as a central agenda item in the health policy discussion (Adeyi et aI., 1998; Bevan,
1991; Creese, 1998; Gilson, 1989; Gilson, 1998a; Gilson, 1998b; Health Policy and
Planning, 1995). Gilson (1998b) argues that placing the emphasis on achieving
aggregate health gain through cost-effective interventions - such as proposing a
minimum package of health activities for public financing, discouraging 'overuse' of
services, and cost-cutting - inevitably overlooks crucial equity issues. These issues
include the distribution of health care between individuals, the non-health benefits of
health care, the benefits of societal input to health policy-making, and health gains from
broader social interventions. It is argued (Gilson, 1998b: 1893) that the libertarian
'efficiency' approach is based on implicit value assumptions about the purpose of
health services and about the motives of producers and consumers and may ultimately
be counter-productive. In contrast the equity approach promotes a broader view of
health policy-making and a recognizes that "...inequity is generated by differences in
health status that are unnecessary, avoidable and unfair" (Gilson, 1998b: 1894). Gilson
concludes that the multi-faceted causes of ill-health clearly call for an equally complex
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package of policies to address health inequities based on the need to re-distribute
societal and health resources.
A final issue relates to the special concerns of transition societies. Ensor (1996)
identifies key health themes in transition economies including China, Vietnam and
Kazakstan. These include use of funding sources (in addition to government revenue)
such as user charges, social health insurance (see Dunlop & Martins, 1995b) and
community financing (see Reddy & Vandemoortele, 1996). Also evident is the use of
improved provider payments to improve staff incentives and increase the quality of
service delivery (although it is recognised that efficiency falls if service charges
increase costs to the user while the quality of services remains the same, a clear danger
where health care delivery is supplier-driven - see Kuchler & Rwezaura, 1998).
Attention has also been given to service provision arrangements, including the concepts
of privatisation, decentralisation, contestable markets, contracting of services, and
regulation of the private sector.
1.3 Aims of the research
The aim of this thesis is to contribute towards the analysis of country experiences
with health care reform. Speaking at the Reforming Health Sectors Forum, Mills
(1998a) suggested there was a remarkable absence of good quality research on both the
policy aspects of the reform strategy and its potential and actual effects. She proposed
further research closely tailored to the needs of country decision makers, and done in
such a way that its results can readily be used. This need was recognised also by the
previously mentioned economists who met in Washington, who called for empirical
research freed from ideology and based on sound social science (World Bank, 1997a.).
Using methods taken from the social sciences, this thesis analyses the health care
reform program as it has been implemented in Cambodia.
This study deals only with health care reform in developing countries. If in
Europe health care reform has been marked by diversity and determined by specific
country characteristics of the health system (Figueras et al., 1996; Saltman et al., 1998),
Chapter One 14
in developing countries where external agencies have played an influential role this has
not always been the case (Mills, 1998b). The principles of health sector reform taken
from industrialised countries have not always been applied in the developing world
with due consideration of the national, social and cultural context. This research
therefore aims to assess health care reform in Cambodia from the point of view of the
country's own national health needs and to make recommendations for the future.
The study involves different levels of analysis, from global policy formulation to
health care delivery in rural Cambodia. The next section will describe the analytical
methods most appropriate to meeting the main objectives of the research, which are:
• To analyse the theoretical and practical implications of international health
care reform policy (as represented by the World Development Report 1993
and other key documents);
• To describe the relationship between international policy-making and the
implementation of global policies in a national setting through a
comprehensive country case study of the health care reform process in
Cambodia;
• To determine why and describe how Cambodia's health care reform program
has been implemented and the implications for the provision of health care in
Cambodia and for international policy-making.
1.4 Methodological orientation
The methods used in this case study build on earlier attempts to provide an
analytical framework for the study of health policy and health care reform in developing
and formerly socialist countries and transitional economies (Janovsky, 1995b).
1.4.1 Research framework
A number of authors have suggested analytical approaches for the study of health
care reform, including:
• Cassels (1995) suggests that a coherent approach to the study of health care
reform depends on an understanding of the context and the economic or
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political events that 'trigger' the reform process, the development of
'conceptual tools' for understanding the health care system, the collection of
information on administrative, financing and epidemiological sources, the
collection of suitable information for decision-making, and the reform of
relevant administrative institutions;
• The International Clearing House on Health Systems Reform (ICHSRI, 1997)
recommends a minimum data set for reporting on country experiences
(reproduced in Appendix A) including information on the current activities of
providers and users, socioeconomic background and health status, the
rationale for reform, the main actors, specific proposals, and the achievements
and observable impact of reforms;
• To assess the health effects of structural adjustment policy, Costello et al
(1994) outline a model of the linkages between economic policies and health
outcomes which is necessarily muli-Iayered and complex, based on the
understanding that an individual's health status is influenced by three key
factors: nutritional status, environmental factors and behavioural factors, all
linked to supply and demand, price and utilisation of health services;
• Ensor's (1996) study of health sector reform in Asian transition countries
adopts a comparative approach to evidence that goes beyond a micro analysis
based on, for example, randomised controlled trials or cost-effectiveness
studies. It also considers the macro elements of economic reform and the
nature of health systems as a whole, in a way that gives rise to key reform
themes (health insurance, provider payment, service provision,
decentralisation). It further proposes evaluation based on equity, access and
consumer choice.
Following these approaches, this research looks at a number of concrete
questions, including:
• the international and domestic context of reform in Cambodia (Chapters 2
and 3);
• conceptual tools including supply and demand (Chapter 2);
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• the administrative, financial and epidemiological conditions of reform
(Chapters 5 and 6);
• the key players, main drivers and rationale of reform (Chapter 7);
• the main health care reform policy proposals (Chapters 6 and 7);
• the expected impact of reform (Chapter 8); and,
• an evaluation of reform from the point of view of equity and efficiency
(Chapters 9 and 10).
However, because the research sets out to understand the meaning, impact and
implications of health care reform in Cambodia within the broad social and economic
environment, more than simply compiling a list of reform characteristics is required.
Janovsky and Cassels (l995c: 16) argue that in health policy analysis there is a
need to take a 'holistic approach' that features broad-based, often qualitative,
assessments and to develop methods for understanding context and process, in contrast
to the 'reductionist' tradition of experimental research in bio-medical sciences.
Experimental design is not well suited to research on systems, policies and institutions,
and even less appropriate for complex studies of national and social conditions (Walt,
1995). In collecting the evidence and creating the knowledge base on which health
policy needs to be formulated, the study of social and environmental context is as
important as epidemiology and clinical aetiology. As (Muir Gray, 1994) observes,
evidence can be regarded as a particular type of information being the knowledge
derived from research. Research guides policy and helps to create this knowledge base.
However, the links between theory and practice as well as those between research
and policy formulation are often weak. This weakness has been evident in the
formulation of much health reform policy. In 1987 Levine (1987b) argued that changes
in health policy may occur for reasons quite separate from the acquisition of new
knowledge. Particular economic, political or ideological factors may stifle any policy
reforms or give rise to new regulations, laws or policies without any impetus from new
epidemiological data. New policies may also be introduced without adequate reference
to the social conditions in which they are implemented. Walt (1995: 226) argues that:
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... concern with the technical features of policy content has led to neglect of the
processes of policy development and implementation, and ... as a result, policy
changes have often been implemented ineffectively and expected policy outcomes
have not been achieved.
The problem arises because research is often tailored simply to solve technical
problems (like how to find a better vaccine) rather than broader social problems (such
as who gets what type of health security). Recent research into policy analysis has
addressed this concern.
1.4.2 Policy analysis
The notion of policy analysis emerged as a sub-discipline in the late 1960s and
has been developed recently by health researchers Gill Walt and Lucy Gilson (Walt,
1994; Walt, 1995; Walt & Gilson, 1994). Walt and Gilson (1994: 364) argue that:
Although health care reform has paralleled economic reform in many developing
countries (not to mention the industrialised world), little interest has been shown in
the policy environment. 4
While health policy analysis has previously been concerned mainly with the technical
features of policy content (rather than the process of its implementation), according to
Walt and Gilson (1994: 359) it should be a multi-disciplinary and theoretically
heterogeneous exercise that offers a broad framework for dealing with complex social,
political and economic interactions. Following Reich (1994), they build on the idea that
"...policy reform is a profoundly political process, affecting the origins, formulation and
implementation of policy", and following Manor (1991) they state a preference for
"thick description" over "parsimonious models" (Walt & Gilson, 1994: 354).
Citing the work of writers such as Kanji and lazowska (1993), Messkoub, (1992),
Pinstrup-Anderson (1993), Walt and Gilson (1994: 353) argue that the policy
4 Walt and Gilson (1994: 364) believe exceptions to this include Abel Smith's (1986) analysis of
the effects of the world economic crisis, Foltz's (1994) analysis of health reforms in Chad and Niger, the
study of private health sector growth in Thailand by Bennett and Tangcharoensathien (1994), and
evaluation ofthe introduction of user charges in Kenya by both Dahlgren (1990) and by Mwabu (1993).
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environment has not been favourable to health care reforms judged in terms of health
gain:
In the face of severe 'economic constraints and shifts towards neo-liberal values,
many countries have introduced structural adjustment programmes which have led
to cuts in public health services, introduction of, or increased, charges for health
care, and liberalization of the health sector to promote private sector development
... Gains in health status achieved up to the 1970s are being eroded, and evidence is
growing of the negative effects of health care reforms on health status, especially on
the vulnerable.
The discipline of policy analysis is based on the social sciences and addresses
health policy on a number of different levels. These include the international level,
because in an increasingly interdependent world governments and states (especially
developing countries) are not always sovereign decision makers; the national level,
where health policy is profoundly affected by the political systems within which it
functions; and the group or institutional level, where most of the actors involved in
policy development and implementation are to be found. Therefore, as well as dealing
with the content of health care reform, Walt and Gilson propose that policy analysis
should focus on the content, the context, and the process of policy implementation and
the role of the main actors in policy formulation (Walt & Gilson, 1994).
This policy approach is appropriate for the broadly based country case study
method and provides the basis for the analysis of data from Cambodia by considering
the four identified stages of systematic policy-making (Walt & Gilson, 1994: 45):
1. Problem identification and issue recognition: how and why issues get on the
policy agenda (Chapter 1);
11. Policy formulation: who formulates, where initiatives come from and how they
are formulated (Chapter 7);
iii. Policy implementation: what resources there are, who should be involved and
how implementation can be enforced (Chapter 8);
iv. Policy evaluation: what happens, how it is monitored, what objectives or
intended consequences are achieved (Chapter 9).
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Because health policy is formed within a particular social setting at a particular
point in time, the economic and political conditions influencing the policy must be
understood even if a clear distinction is to be maintained between health care and
macroeconomic policy (Cornia et aI., 1987; Creese, 1991; Creese, 1994; Walt, 1995).
Various approaches and techniques are available for such an analysis, including
sociological, economic, historical, documentary or archival research methods or
theoretical inquiry. This thesis uses the case-study method as the best and most
appropriate approach for the analysis of the concrete elements of the case of Cambodia
and its relationship with the social and theoretical context. The case study method is
particularly suited to this type of policy research and will be discussed in more detail in
Section 1.5 and in Chapter 4.
This research on Cambodia is based on gathering sound evidence from multiple
sources and on the understanding that the social context is a key factor in determining
health, and health care, outcomes. By focussing attention on both the context of the
case study and different methods of data collection, the case-study method draws
attention to questions of health research which are currently under discussion in the
scientific literature, including in particular research related to the social determinants of
health (Marmot & Wilkinson, 1999; Syme, 1996) and the question of evidence-based
practice (Feussner, 1996; Hooker, 1997; Sackett, 1997; Sackett, 1994). These issues
will be discussed further in Chapter 10.
In this thesis, the main research tasks include the need to study health care in
Cambodia as an example of the global health care reform process; to analyse the
relationship between Cambodia's health care reform and its domestic and international
context; and to synthesise data collected from various sources. The rationale for the use
of case-study methodology, the design of the study, and the process of data collection
and analysis are described in the next section, followed by identification of the main
research questions.
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1.5 Country case study
A case study is sometimes referred to as the "object to be studied" (Stake, 1994:
236) rather than a methodological choice - for which standard quantitative and
qualitative techniques are available. In this thesis, the object of study (or 'unit of
analysis', see below) is a national policy, the health care reform in Cambodia. For this
study, data was collected by various techniques including interviews and surveys.
However, the design and conduct of the case study implies an approach, or method, that
goes beyond simply investigating a unique example on its own merits. The application
of consistent principles and practices of case-study research has been developed in
various ways (Marshall, 1984; Wilson, 1979; Yin, 1992) (Yin, 1994a) (Keen &
Packwood, 1995; Pope & Mays, 1995; Stake, 1994).
The case-study method is a means to provide structure and add rigour to the
research. For this thesis, the case-study approach was adopted as the most robust way to
carry out the research and to address the need for research tools that facilitate a broader
analysis of health care reform policy. The difficulty is, of course, how to judge the
relevance of one country's reform to another (Janovsky & Cassels, 1995c: 18). For this
reason it is necessary for the case study to address explicitly the question of the context
and conditions under which health care reform policies have been implemented. Three
principles for policy research outlined by Janovsky and Cassels (l995c: 22) provide the
basis for this approach: that the topic is perceived to be of importance, that the research
will advance the current state of knowledge, that the research methods need to match
the issues being investigated.
1.5.1 Rationale
In health policy and medical research, the case-study approach is often used to
investigate a number of 'cases' (procedural, institutional, clinical, therapeutic, and so
on) with a view to finding the most appropriate interventions. These could be thought
of as exploratory studies. In and of themselves such studies are not conclusive but point
the way to further investigation. By contrast, this study of health care reform in
Cambodia is an explanatory (Yin, 1994a: 5) or an instrumental (Stake, 1994: 238)
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study designed to gain an insight into a broader issue and pave the way for broader
generalisation.
This study takes the Cambodian situation as a whole, as a 'case' of the
application of global health policy in a national setting. Because the case study is an
exercise in policy analysis it adopts a broader and more all encompassing case-study
approach. The case-study method is used therefore to bridge the gap between empirical
research and the need for a broader analysis, for which other research methods alone are
not adequate. Historical research into Cambodia's health situation gives too little
weight to contemporary events and therefore has been supplemented with field
observation and interviews. Experimental research techniques require a controlled
environment, which is almost impossible to achieve in relation to health service
delivery. In fact, the study of health care reform had the character of an actual process
over which the researcher had no direct control. In Cambodia, while it was possible to
gain access to the main workings of the reform process and to gather data, it was not
possible to determine in all circumstances the conditions under which the data was
generated. In essence, the Cambodian case provided an example of health care reform
policy, not a trial.
Even so, pilot health policy projects have been used in Cambodia to test
particular policy initiatives, such as community co-management and co-financing and
the contracting of health services. Consequently, within the broader country case study,
specific 'cases', as well as the experiences of particular service providers, were used to
gather data or to illustrate the main findings - a method sometimes referred to as using
'embedded' cases or 'theoretical sampling' (Yin, 1994a). However, the purpose of the
research was not to record the results of many individual 'cases' on a clean slate.
Rather, it was to test theoretical explanations for, and experience with, global health
care reform policy.
The case-study method has been used increasingly to investigate processes of
policy development, planning and decision-making. As Yin (l994a: 3) observes, the
technique has the distinct advantage that it "...allows an investigation to retain the
holistic and meaningful characteristics of real-life events". In this respect case-study
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method is a research tool. Following Yin (1994a: 11-14), the country case study could
be defined as an empirical inquiry that investigates a contemporary phenomenon within
its real life context, one that benefits from the prior development of theoretical
propositions and is used especially when the boundaries between the phenomenon and
its context are not clearly evident, and where triangulation from multiple sources of
data is possible. The characteristics of this definition determine the case-study design.
Figure 1.1 Main elements of the research design
DESIGN, DEFINE PREPARE, COLLECT ANALYSE,CONCLUDE
••
Define Triangulation
--t unit of - of data
Develop analysis Fieldwork Key- ..
theoretical and data informant Research
propositions
--t collection
---
and peer conclusions
review
Design
--t
study
r-- Further
propositions
Source: Adapted from Yin (1994a: 49).
I.S.2 Design
This case study dealt with a 'logical problem' about the reasons for adopting the
reform strategy. As an 'explanatory' study, the research investigated the operational
links of the health care reform process traced over time. As an 'instrumental' study, the
research gave rise to conclusions that can be generalised only to theoretical propositions
(i.e. analytical generalisations) and not to populations (i.e. statistical generalisations)
(Yin, 1994a). In common with research of this sort, constructing a careful case-study
design was adopted as the main means for establishing rigour (Mays & Pope, 1995),
which was supported by observing strict operational procedures for data collection.
While the purpose of the case-study design was neither simply to measure phenomena
nor purely to conduct an exercise in qualitative research, each of these data-gathering
methods were incorporated into the overall design. The combination of the various
design elements for the study of Cambodia is represented in Figure 1.1.
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Within this framework, the main elements of design, including design factors, the
unit of analysis, theoretical propositions, and data collection techniques, were identified
as follows:
Design factors: The main elements of the case-study design can be defined as
follows (Yin, 1994a: 2):
1. defining the unit of analysis;
11. identifying the relevant data to be collected;
iii. determining the means of analysis.
The design of the case study is considered more fully in Chapter 4. A case-study design
document was prepared to determine the logical steps which the study would follow.
The unit of analysis was defined and the context of the study identified before
constructing the theoretical propositions used to guide the analysis. The main research
questions, as well as topical questions for key informants, were then drafted. Fieldwork
was guided by the case-study design, which outlined the procedures for data collection
and analysis. Conclusions were drawn from the analysis of both the contextual and the
original evidence.
Context and unit of analysis: The unit of analysis was defined as the policy and
program of health care reforms carried out in Cambodia in the years from 1993 to 1998,
which was the main period of health care reform policy formulation. The research
focused especially on:
1. the actual process of national policy development (see Chapters 6 and 7);
ii. the characteristics of service delivery at primary care level (see Chapter 8).
The country case study was situated within two main elements of context:
i. the development of international health care reform policy (see Chapters 2);
ii. the socioeconomic situation in Cambodia (see Chapter 3).
Theoretical propositions: From the analysis of global health care reform policy,
a number of theoretical propositions were developed. These propositions ran counter to
the principles espoused by orthodox theories supporting market-based health care
reform. They are presented here with the understanding that, while the underlying
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ideology of World Bank and other neo-liberal health policy recommendations remain
the same as before, in recent years there has been a recognition by all sides that the bald
economic perspectives of the 1980s were not adequate to address health problems in
developing countries. Arising from an analysis of the literature, a number of theoretical
propositions guide the research and give it direction. Such propositions may be
confirmed or contradicted by the outcome of the case study.
The theoretical propositions were:
• Where the prevalence of communicable diseases is high and both service
delivery and utilisation are at low levels, reforms that rely principally on
market mechanisms are unlikely to satisfy unmet health needs;
• Similarly, where disposable income is very low and much of the rural
population lies outside the cash economy, developing countries are
particularly subject to what economists call 'market failure';
• Given the increasing disparities in the distribution of income and the wider
extension of the cash economy in poor developing countries, government
health spending must remain one of the primary mechanisms for social
welfare and income re-distribution;
• As Third World governments are often unable to fund a large proportion of
capital and recurrent costs of health care, continued foreign assistance is a
pre-requisite for sustainable health care reform;
• Achieving the optimum balance in the distribution and use of health care
resources in developing countries requires concerted state intervention.
These propositions will be discussed further in the concluding chapter. With this
understanding, data was collected in Cambodia using multiple sources of evidence.
Data collection: During the data-collection phase, three field trips covering a
period of nine months for the purposes of data collection were made to Cambodia as
well as London, Geneva, Bangkok, Chiang Mai and Manila (Figure 1.2). The first field
trip in January-February 1997 was a preparatory visit during which both the research
topic and a range of key informants were identified, preliminary discussions
Figure 1.2 Timeline of the data collection process
Date Data collection
1997 FIRST FIELD TRIP
January Chiang MaL Thailand
Attend and speak at the International Geographic Union
symposium on Population, Health and the Environment
Bangkok, Thailand
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Discuss regional situation with researchers from Chulalungkorn
University WHO Collaborating Centre and from Mahidol
University Faculty of Public Health
January-February Phnom Penh, Cambodia
Preparatory visit: collection of documentary evidence;
identification of key informants
Design of community co-management and co-financing pilot
project for Ministry of Health and UNICEF
1998 SECOND FIELD TRIP
February Geneva, Switzerland
Data collection: key informant interviews and collection of
documentation at WHO headquarters
Attend WHO Technical Meeting on Contracting of Health
Services
February-March Phnom Penh, Kandal, Kampong Cham, Takeo and Svay Rieng,
Cambodia
Data collection: key informant interviews at MoH, lOs and NGOs
and collection of documentary evidence
Baseline survey design for Ministry of HealthJUNICEF co-
management and co-financing pilot
April Manila, Philippines
Data collection: key informant interviews and collection of
documentary evidence at ADB headquarters and WHO regional
head office
April London, UK
Attend and speak at LSHTM Eight Annual Public Health Forum
on Reforming Health Sectors
June THIRD FIELD TRIP
Phnom Penh, Kandal, Battambang, Siem Reap and Svay Rieng,
Cambodia
Data collection: conduct Ministry of HealthJUNICEF-sponsored
survey of health facilities and households
were held with more than 80 relevant health professionals, and secondary data and
documentary evidence collected, In collaboration with UNICEF and the Ministry of
Health, work was also done on design of the community co-management and co-
financing of district health centres pilot project. The second field trip was made in early
1998. In February a visit was made to Geneva to interview key informants and attend a
Technical Meeting on Contracting of Health Services at WHO headquarters. Field work
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in Cambodia in February-March included conducting key infonnant interviews and
carrying out the design work for the survey of households and health facilities in pilot
co-management and co-financing districts with the Ministry of Health and UNICEF. In
April, a visit was made to Manila to conduct key infonnant interviews and visit the
Asia Development Bank (ADB) headquarters. In all, approximately 100 hours or key
infonnant interviews were conducted. Also in April, a visit was made to London to
attend and speak at the London School of Hygiene and Tropical Medicine (LSHTM)
Eighth Annual Public Health Forum on Reforming Health Sectors. A third field trip
was made to Cambodia in June 1998 to conduct the households and facilities survey.
The methodologies used for key infonnant interviews and for the rural health care
survey are described in Chapter 4. Briefly, the main design issues involved in data
analysis related to the identification of various sources of evidence, establishing rigour
in the collection and interpretation of the data, and the triangulation of data. Clearly, the
analysis of Cambodia's health care refonn will be judged according to how well it is
explained by the data, how comprehensive it is to infonned participants, and how well
it coheres with existing knowledge (Mays & Pope, 1995). As a descriptive and
explanatory study, the research assesses the current state of Cambodia's refonn
program. Rather than drawing hard conclusions, the aim of the research is to identify
areas of further investigation and inquiry within the global health care refonn process,
based on a better understanding of the Cambodian experience. Therefore, sound
evidence is required to support a systematic approach to policy analysis.
1.5.3 Defmition of terms
Because the research covers a number of broad and complex issues, defining the
main tenns used in this case study of health and health care will make the discussion
easier to follow. The precise definition of 'health care refonn' is a difficult issue and is
taken up in more detail in the following chapter. Health care refonn rests on an implicit
understanding of the meaning of 'health'. While health is defined in many different
ways, the traditional WHO definition is perhaps the most widely accepted. The 1946
WHO Constitution (WHO, 1946) defines health as " ... a state of complete physical,
mental and social well being and not merely the absence of disease or infinnity". The
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definition is interpreted in the broad sense adopted by WHO's 1984 Health Promotion
initiative according to which good health is both a personal and a social resource which
allows individuals and groups to realise aspirations and satisfy needs (Last, 1995: 73).
Ultimately, therefore, if health care reform is to be judged a success, the health status of
the population must be seen to improve. Measuring health is, however, more difficult
and there is no generally accepted method for determining the causal links between
health policy and health outcomes (Janovsky & Cassels, 1995c: 15). Therefore,
improvements in service delivery (measured by appropriate intermediate indicators) are
regarded as a necessary but not sufficient condition for improved health status.
The concept of improvement in population health status is sometimes expressed
through the abbreviated term 'health reform' - a use of the term that goes beyond the
narrow economic definitions of health care promoted by the World Bank. The terms
'health reform' and 'health development' relate to the broader social and environmental
conditions of health and well being. These concepts will be considered in this study to
the extent that they describe the context within which health services are delivered. As
this thesis focuses on the particular relationship between health policy-making and
health service delivery, a broad definition of 'health policy' is adopted to encompass
the issue of social context:
Health policy embraces courses of action that affect the set of institutions,
organisations, services, andfunding arrangements of the health care system. It
goes beyond health services, however, and includes actions or intended actions by
public, private and voluntary organisations that have an impact on health. This
means that health policy is concerned with environmental and socioeconomic
effects on health as well as with health care provision (Walt, 1994: 41 - emphasis in
the original).
Another key term is 'public health'. Again, while there are many different
interpretations, the definition by Last (1995: 133) is commonly accepted: "Public health
is one of the efforts organized by society to protect, promote, and restore ... the health
of all the people through collective or social actions ... [emphasising] the health needs
of the population as a whole". Within the discussion of health care reform, it is
necessary to keep in mind the distinction between 'public health' (that is, population-
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based health) and the 'public (that is, government-run) health system'. Also relevant is
the private health care system, where health care is commonly treated not as a public
good provided socially but as a private commodity consumed by individuals. 'Health
care reform' is mainly concerned with the efficient delivery of health services to the
popUlation and encompasses all three elements (public health, government services,
private sector).
In this thesis, the terms 'health reform', 'health care reform', 'health systems
reform', 'health sector reform', 'health policy reform', and the 'reform of health
services' are in places used interchangeably with one meaning in mind: all relate to the
process of government health policy-making. Health care reform is the main issue.
Where there is a need to distinguish between these terms, 'health sector' is used to
indicate the total arrangement of all public and private services delivering health care
(including all elements of financing, organisation and delivery). 'Health system' is used
to denote the government health service and its relationship with private providers.
'Health service' and 'health care' are both used to identify the activities needed to
satisfy public and individual health needs (whether by public or private providers).
Finally, the terms 'developing countries', 'underdeveloped countries', 'low
income countries', 'poor countries', and 'Third World' are all used interchangeably in
reference to the world's poorest nations. All these terms are used with sensitivity and an
understanding that no one term is either culturally adequate or scientifically sound, nor
does any encompass the increasing diversity between the many nations which have
suffered the disadvantages of colonial or neo-colonial status. The experience of poor
nations is the subject of this research.
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1.6 Research questions
The purpose of this research, as stated above, is to understand the nature and the
expected impact of Cambodia's health care reform policy. A number of supplementary
questions flow from this central question and these will be listed before going on to
outline the contents of the thesis. Various questions involved in the discussion of health
care reform and therefore relevant to the study of Cambodia are closer today to being
resolved than they were a decade ago. The country case study was used to reflect on
these questions:
• It is mostly resolved, for example, that government has an important role to
play in maintaining health care services, and conversely that the valid
application of market mechanisms in health care is considerably more limited
than had previously been argued;
• It is accepted now in most cases that, at the least, some sort of mix of public
and private health services is required, though the composition of such a mix
is open to question;
• The idea that equity along with efficiency and effectiveness are together the
key criteria by which health policy and health care reform are to be judged is
almost universally understood; and,
• It is commonly understood too that the effective delivery of high quality
public health services depends largely on the incentives available to service
providers (in a situation were salaries are unacceptably low).
At the same time, a number of questions are not adequately resolved. There is still
no clear and complete definition of health care reform and the process of policy
development remains mostly pragmatic. Opinions differ on exactly what role is
appropriate for government (that is, how much government should be involved in
service delivery and how much it should be contained simply to regulation and policy-
making). Nor is there any accepted method for determining precisely what mix of
public and private services is most appropriate in any given circumstances.
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In most cases it seems the independent activities of the market are tolerated to the
extent that the outcomes do not appear to be perverse, and that government regulation is
proposed when problems are evident. This, however, does not provide sufficient
guidance for achieving the optimum use of scarce health resources. The use of
intermediate measures of health status in assessing health care reform programs is not
well developed. In Cambodia, a number of specific issues related to the health care
reform have so far not been adequately tackled. These include the precise nature of the
public-private mix, considerations of equity, the role of provider incentives, the nature
of health care demand, procedures for reform means for linking
reforms to health status improvement, and, more broadly, the establishment of a
satisfactory fiscal system and the means for more equitable income distribution.
There are certain gaps, therefore, that this research attempts to fill. The process of
health care reform implementation is only beginning to receive careful attention and
many questions remain unanswered, including issues related to the comprehensiveness
and sequencing of reforms, the capacity to implement reforms and the means for
establishing sustainability. No comprehensive analysis has previously been made of
Cambodia's health care reform. Consequently this research addresses a number of
questions specifically relevant to Cambodia, including:
• What are the main drivers of health care reform in Cambodia
(epidemiological, technological, social, economic, political, ideological, and
institutional) ?
• What is the influence of macroeconomic conditions on health policy?
• To what extent and in what ways has Cambodia's health care reform process
been influenced by international health care reforms?
• What sort of national health policy is Cambodia's health care reform designed
to support?
• What are the constraints on the implementation of the reform policy?
• What are the main features of community health seeking behaviour that need
to be addressed by the reform program?
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• What are the main features of health service delivery that need to be addressed
by the reform policy?
• To what extent and with what outcomes have health care reforms been
implemented and what has been achieved?
This country case study surveys the evidence on which Cambodia's health care
reform was based. The study is divided into three parts:
• Part 1 deals with the definition as well as the international and domestic
context of health care reform;
• Part 2 deals with the findings from data collection; and
• Part 3 deals with conclusions and recommendations. Each chapter is
developed within this framework.
In Part 1, Chapter 2 deals with the literature on the theory and experience of
international health care reform more generally, outlining the origins, definition and
typology of reform. It discusses the underlying meanings of 'reform' and 're-form' as
well as the strategic and epistemological roots of neo-liberal theory. The nature, models
and goals of Third World health care delivery as well as country-by-country health
policy successes and failures are also discussed.
Analysing the contextual conditions of the health care reform, Chapter 3 deals
with the various periods and models of development experienced in Cambodia since
independence. It analyses the constraints on development, outlines the process of
economic transition being carried out in the country, and investigates the social context
of health care in the 1990s, especially the influence of endemic poverty on health
status.
Part 2 presents and analyses the research data. To begin this section, Chapter 4
outlines the methods used for the collection and analysis of primary and secondary data
in Cambodia and elsewhere using documentary, qualitative and quantitative techniques.
Chapter 5 provides a descriptive account of the context of health care in
Cambodia, including the history of health and health care and long-term
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epidemiological trends as well as the characteristics of its main historical periods of
health development. It also analyses data collected from a number of secondary sources,
focussing on the pattern of morbidity and mortality. As well as assessing the state of the
nation's health care infrastructure, the chapter discusses its development priorities and
constraints along with questions of resource allocation and efficiency.
Chapter 6 analyses official documentation with the aim of describing the origin,
nature and the development of Cambodia's health care reform program, including
administrative, fiscal, infrastructure, financing and private sector changes. The chapter
discusses the aims of the health care reform as well as the drivers behind the
introduction of the reform policy.
Turning to the primary sources, Chapter 7 analyses interview data collected from
those in key positions in the development and implementation of the reform policy,
both internationally and in Cambodia. The aim of this chapter is to understand the
motives for introducing the reform policy, constraints on policy implementation, and
the expected outcomes in terms of improved service delivery.
Following the discussion of policy formation, Chapter 8 discusses the question of
policy implementation to determine what the actual effects of the health care reform
might be on health service delivery. The analysis is based on theoretical sampling of a
community co-financing pilot program and uses primary data from facilities and
households surveys conducted at 30 rural health-centre sites during 1998. Using this
evidence the chapter evaluates adopted policies for district health strengthening as well
as experiments with various financing mechanisms.
Part 3 deals with conclusions and recommendations. Chapter 9 summarises the
data on health care reform in Cambodia. The chapter first discusses the findings of the
case study and compares the data collected from different sources to identify common
issues and contrasts. It then discusses the nature and likely future direction of
Cambodia's health care reform, making recommendations for improved practice.
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Chapter 10 considers the implications of the case study for the global issue of
health care reform, looking at the unintended consequences of reform and at emerging
trends in the discussion of health care reform. Both the chapter and the thesis close by
identifying a number of theoretical propositions which might provide the basis for
further studies relevant to the cause of re-forming the conditions of health care and
providing better health conditions in the world's poor nations.
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Chapter 2
Perspectives on Health Care Reform
... health is a state of complete physical, mental and social well being, and
not merely the absence of disease or infirmity, a fundamental human right
... and a most important world-wide social goal ...
Declaration of Alma Ata, 1978
The main points in this chapter are:
• From the huge volume of literature on health care reform, this study reviews
those works of most importance to the development of global health care
policies in developing countries.
• A line can be drawn in health policy from the 1978 Alma Ata declaration to
the 1993 World Development Report - two poles on the policy spectrum. It
was the global economic crisis that took the initiative for health policy away
from health organisations and put it in the hands of the international financial
institutions.
• Markets are flawed instruments when it comes to the distribution of incomes,
health, and health care. Distributional questions therefore lie at the centre of
the health reform debate.
• Three main models of health care reform have emerged over the last decade: a
market model, a public health model, and a community health model. To
some extent, these have converged.
• Health care reform has taken on particular characteristics in Asia, where a
number of important countries have combined health policy changes with
economic transition, not always with good effect.
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2.1 The literature on reform
There is a large, growing literature on health care reform covering an increasingly
diverse range of health policy concerns and interests (Cuadra & Escalante, 1998;
Gonzales-Block, 1997a; McPake, 1991). The concept of health care reform emerged
first in industrialised countries looking to cut public expenditures and reduce the role of
government in the provision of health services (Dunlop & Martins, 1995a). Among
formerly socialist countries health care reform is associated with privatisation and with
economic and social transition (WHO, 1991). Ideas about health care reform were later
applied to the developing world, mainly via the activities of international development
organisations (Saltman, 1995). The concept, however, took on a different meaning for
developing countries, which are burdened not so much with rising health costs as with
poor service delivery, the impact of 'structural adjustment' I, and a dramatic paucity of
resources. Notions about the ownership and origins of health care reform, and its
differentiation from other aspects of health policy and planning, remain fluid. The
boundaries within which the discussion takes place are not well defined mainly because
the concept of health care reform itself lacks a clear definition.
The aim here, therefore, is not to review the entire literature on health care reform
but, first, to consider the literature relevant to developing countries, second, to review
the discussion mainly from the mid-1980s, and, third, to identify and consider those
major contributions that mark important turning points in the debate. An analysis of the
academic literature on health care reform in developing countries, carried out by the
International Clearinghouse on Health Sector Reform Initiatives (ICHSRI - see Cuadra
& Escalante, 1998; Gonz.Hes-Block, 1997a), using a key-words search of the Medline
electronic data base for the period January 1992 to March 1997, identified 336 entries
covering 41 out of a total of 115 developing countries at a rate of five articles per
month. In all, 502 different authors (individually or jointly) published articles in 107
journals. Almost 72% of entries focused on specific country case studies,
1 Structural adjustment is the name given to neo-liberal economic policies imposed on developing
countries by the World Bank and the IMF that require the liberalisation (deregulation) of economic
structures (financial, trade, labour markets) as a condition for receiving loans and assistance.
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predominantly from South Africa (22%) and China (15%). Of the total entries in
academic journals, 81% dealt with new empirical evidence or data analysis while only
19% dealt with histories or reviews.
Some authors date the beginnings of the health care reform program in
developing countries from 'pre-reform' changes in health policy that began in the early
1980s (Kutzin, 1995a). Accepting such an interpretation implies that the advent of
reform could be placed with the primary health care initiatives of the historic 1978
Alma Ata conference (WHO, 1978b). In the 1990s, health care reform in developing
countries was more commonly identified as those policies and strategies aiming to
achieve the best conditions for health care delivery drawing on both public and private
health sectors (Berman, 1995). To determine what in this disparate policy mix is most
appropriate to developing countries like Cambodia, an understanding of the theoretical
underpinnings, the evidential base, and the evaluation of reform initiatives is necessary.
This chapter first outlines the origins of health care reform and the global context in
which it takes place. It then identifies three different perspectives on health care reform
which can be distinguished within the broader reform current. And it concludes with a
discussion of the state of health care reform in Asia today.
2.2 Origins of health care reform
According to Seedhouse (1995: ix):
To study health care refonn it is essential to know what is actually happening to and within
various health systems. But to be aware of the facts alone is not enough. Philosophical questions
must be addressed if health care refonn is to be explored in any depth. What, for instance, is a
health care refonn? What is a health system? What are - and what ought to be - the typical goals
of the health care refonn process? And by what criteria is the success or failure of health care
refonn to be assessed?
The nature and significance of health care reform cannot properly be understood
within the context of the health sector alone; it can be fully understood only by
comprehending the major changes that have taken place in the global economic and
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political situation during the 1980s and 1990s. In many respects, health care reform can
be seen as the globalisation of health policy2 (Altenstetter & Bjorkman, 1997;
Chossudovsky, 1997; Navarro, 1998; Roemer, 1998; Yach, 1998a; Yach, 1998b).
Consequently, it is widely accepted that health care reform and health development are
an integral part of the national development process (Brundtland, 1998a; Brundtland,
1999).
Within the longer term process of health and development, certain distinct periods
can be identified (Asthana, 1994; Werner & Sanders, 1997; Zwi, 1995):
1. Colonial health: The Western medical model of health care delivery (which
was scarcely able to save lives in Europe prior to 1850) predominated from the
end of the nineteenth century at least until the second world war, designed to
serve the medical needs of the expatriate population and to maintain a healthy a
colonial workforce. In effect, this approach completely ignored both the needs
of the local population and the underlying social, economic and political causes
of ill health and often did actual harm (see Owen, 1987b: 14, 18-19; Macleod
& Lewis, 1988; Mills and Zwi, 1995).
ii. National independence: Despite early health gains, the limitations of the
Western medical model based on the expansion of urban, curative hospital
services for meeting the needs of the local, predominantly rural, populations
became apparent during the 1950s. In its place the 'basic needs' or 'basic
health services' approach which centred on the creation of rural health centres
staffed by paramedic and auxiliary health workers emerged (within the system
of state health planning). (See Navarro, 1976)
111. Community-based health care: Following the apparent success of community-
based health care programs such as those in China, participatory health
programs arose in several countries in the 1960s and 1970s, culminating in the
2 Globalisation has not had a uniformly positive impact on developing countries. Minimising the
risks and maximizing the benefits of globalisation is the aim of the Programme on Globalization,
Liberalization and Sustainable Human Development launched by the UNDP and UNCTAD in February
1999 to assist the poorest communities to" enhance their capabilities in order to improve their
opportunities in the global economy" - an ambitious task (UNDP & UNCTAD, 1999).
Chapter Two 38
1978 international Alma Ata conference that gave rise to the primary health
care movement.
iv. Economic transition: The onset of the international economic crisis in the West
and the collapse of the socialist states in Eastern Europe ushered in the period
of structural adjustment in economic policy, during which government funding
was curtailed and national economies opened to international financial
interests. It appears that health gains in many developing countries slowed
down as a consequence from the mid-1980s and into the 1990s (see Werner,
1997: 11).
The period of economic transition in the 1980s and 1990s is the main concern of
this thesis. Hobsbawm (1994: 403) argues that "[t]he history of the twenty years after
1973 is that of a world which lost its bearings and slid into instability and crisis". For
many countries in Africa, Western Asia and Latin America the growth of per capita
GDP collapsed, and, according to UN World Economic Survey 1989 (Hobsbawm,
1994), most people actually became poorer in the 1980s. Health conditions deteriorated
(BMJ, 1995).The exception to this rule was in East Asia, where Singapore, Taiwan and
Korea, and later Malaysia, Thailand and Indonesia experienced rapid economic growth.
The Asian financial crisis of 1997 indicated how fragile was this process of growth
based on the rapid expansion of inadequately secured debt (Bello, 1997).
One of the most striking features of the global economic crisis has been the
extraordinary growth of income inequality both between and within countries.
According to Hobsbawm (1994: 407), "[t]he extremes of poverty and wealth both grew,
as did the range of income distribution in between", and this was accompanied by an
about-face in prevailing economic doctrine: "Even before the crash, the long-isolated
minority of believers in the unrestricted free market had begun their attack on the
domination of the Keynesians and other champions of the managed mixed economy
and full employment" (1994: 409). The globalisation of the world economy - which
began in the 1970s and rapidly increased in velocity following the collapse of the
socialist regimes of Eastern Europe - and the increasing penetration into domestic
economies of foreign financial interests, reinforced these trends.
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Given the wide disparities in economic and social conditions it is difficult to
generalise about the experience of developing countries during this period. Nonetheless
it is safe to say that since 1970 almost all developing countries have been plunged
deeply into debt (Schatan, 1987). In 1970 there were only 12 countries with an external
debt in excess of US$1 billion dollars. By 1990 the World Bank counted only seven
among 96 low- and middle income countries that had external debts substantially below
US$1 billion (Hobsbawm, 1994: 422). In this climate of crisis and decline a number of
shifts occurred in economic and social policy-making of a worldwide scale. Most
important was the advent of restrictive economic conditions known as Structural
Adjustment Policy (SAP) implemented through the IMF (IMP), according to which
heavily indebted countries were required to cut government expenditures particularly in
areas of social spending such as health and education and to open their economies to
international trade and finance. While in the 1970s less than 5% of the financing needs
of developing countries were supplied by the IMP, their debts to commercial banks in
the 1980s - which reached 55-60% of all developing country debt - tied them
irrevocably to the IMF (George, 1988). Consequently, in the guise of structural
adjustment, economic policy was increasingly focused on raising export revenues for
debt servicing, to the detriment of social spending.
It has been noted (BMJ, 1995: 71) that:
Field observation shows continuing high or increased maternal, infant, and child mortality and
morbidity as families cut household spending by delaying to seek treatment, if they seek treatment
at all ... Adjustment policies ensure that governments in the developing world do not renege on
their debt repayments, and accelerate towards a Western style, free market economy.
For the international financial institutions,
... an IMF adjustment programme is the best available guarantee that countries will continue to
have the means to pay [their debt servicing]. Adjustment puts export earnings above every other
goal, and export earnings head straight for the banks [as interest and loan repayments] (George,
1988: 49),
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The formerly socialist countries of Eastern Europe also felt the negative impact of
the world economic crisis. Initially, many of these countries had developed extremely
effective and universally available primary care and public health services, with
impressive results in health status (Ensor, 1999: 878). However, during later periods of
stagnation many of these gains were eroded, and were commonly reversed once
economic transition began (Barr, 1996). Not only was economic growth in these
countries lagging by the 1970s but improvements in basic social indicators like
mortality had stagnated (Hobsbawm, 1994: 472-3). From the beginning of the 1990s all
the socialist states (apart from Cuba; China had begun changes in the 1970s) entered a
process of economic and political transition and reform. The reorganisation of health
systems along Western, market lines became the hallmark of 'health care reform', no
more evident than in Czechoslovakia (the pre-eminent example of economic transition),
where the health system was reformed from top to bottom, leading to a sharp decline in
indicators of health status (Adeyi et aI., 1997; Healy & McKee, 1997; Preker &
Feachem, 1995). If centralised, state-supported health systems were not sustained in
these countries, they were even less likely to survive in the developing world.
Economic transition was also the term applied to various states in South East
Asia, both those like China, Vietnam, Laos and Cambodia reverting from socialist to
market relations in their economies, and the so-called Newly Industrialised Economies
(NIE: Singapore, Korea, Taiwan, Thailand, Malaysia) which experienced rapid
economic growth. In the NIE countries:
Growing affluence among consumers together with preferences for private providers, and pro-
market government economic policies, have raised questions regarding the appropriate extent of
government involvement in service provision (Zwi, 1995: 305).
These circumstances have conditioned health care reform in the developing world,
mainly by seeming to eliminate alternatives to the market-based reform program.
One critical effect of the debt crisis was that the international development
organisations (including the UN agencies), which traditionally had provided most
development assistance, were supplanted by the international financial institutions (the
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IMF and the World Bank) that regulate world credit. Consistent criticism that the
World Bank had focused too much on large infrastructure projects eventually caused it
to tum its attention to social sectors like health care. World Bank interest in health
began in 1970, but rose dramatically after 1987 (Buse, 1994) - see Figure 2.1 and
Table 2.1. What is most significant in this is the fact that the activities of the World
Bank reflect banking principles which are concerned first and foremost with the ability
to service debts and repay loans. While, for example, expenditures on health in IMF-
World Bank programmed countries in Africa declined by 50% during the 1980s
(Budhoo, 1994: 21), the World Bank became the main source of international health
funding and moved into first position in international health policy-making (Ugalde &
Jackson, 1995: 530; World Bank, 1997b: ix).
Figure 2.1 Trends in multilateral health sector expenditure 1980-1992
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Table 2.1 Chronology of world bank interest in health policy
Year Bank Bank's stated Health sector Landmark health
President devel0l!ment ideology firsts documents
1969 Robert Poverty alleviation
1970 McNamara
1971 Population loan
1972 Redistribution with
1973 growth and basic human
1974 Needs
1975 Health Policy Paper '75
1976 Nutrition loan (no direct lending
1977 to health)
1978
1979
1980 Health Policy Paper '80
1981 A.W. Structural adjustment Health loan (direct lending
1982 Clausen (neo-liberal economic for health)
1983 philosophy and rapid
1984 Economic growth)
1985
1986
1987 Barber Agenda for Reform
1988 Conable Structural adjustment with Alleviation lending (user charges and
1989 Alleviation; labour-intensive privatisation)
1990 Growth; social services
1991 Lewis Sectoral adjustment
1992 Preston loan
1993 World Development
1994 Report 1993
1995 James (cost- effectiveness
1996 Wolfensohn Poverty-reducing economic analysis)
1997 growth; environmental and Sector Strategy Paper
1998 social concerns (within a (public-private roles)
1999 market framework)
Source: adapted from Buse (1994)
The sudden dominance of the World Bank in health policy-making was
encapsulated in the 1993 World Development Report Investing in Health. "Indeed,"
observed the Lancet (1993), "Investing in Health marks a shift in leadership on
international health from the World Health Organization to the World Bank".
'Investing' in health has been the key feature of this discourse: The document signaled
the shift in health policy from the public health perspective (common to the WHO) to
the Bank's 'economic viewpoint'. Following Susser et. al (1985), Ugalde and Jackson
(1995: 528-529) argue that "[s]ince health is a culturally- and socially-determined
concept which varies from context to context " ... it is perhaps problematic for an
institution with such a narrow view of development to be involved in determining what
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health is for the world at large", and claims that the modernisation theory3 on which
World Bank policies are based has had devastating effects on human health.
In part, the World Bank shifted its focus from infrastructure developments to
social programs like health because of the realisation, now common among
development economists, that getting a return on money invested in poor countries was
unlikely unless they developed, that is, grew economically. Low labour productivity due
to poor health was recognised as a barrier to development, and as a consequence
investment in health care was seen as necessary to increase productivity and output. In
this view, health care was seen as a product or an outcome rather than a population
need and it could be justified on purely economic grounds (World Bank, 1993: 17;
World Bank, 1996a). The World Bank produced health sector policy papers in 1970,
1973, 1975 and 1980, Investing in Health in 1993, and the Sector Strategy Paper in
1997, as well as a total of 163 different studies to the middle of 1996, including the
influential Financing the Health Sector: An Agenda for Reform by (Akin et al., 1987).
The 1987 Agendafor Reform fundamentally changed both World Bank health
policy and the theoretical assumptions on which health care financing had long been
based. The Bank's approach to health care reform, which replaced social welfare theory
with neo-liberal market theory, has been analysed extensively (for example, Bijlmakers
et al., 1995; Burkett, 1990; Laurell & Arellano, 1996; Legge, 1993; Musgrove, 1993;
SCF, 1993; Ugalde & Jackson, 1995). In fact, the Bank's thinking has not been
consistent, and it has adopted a new language to accommodate the criticism that it
failed to meet health and social development needs. In 1980, the Bank's Health Sector
Policy Paper (World Bank, 1980: 34) had accepted the conventional wisdom of social
welfare theory that "[t]he private market cannot be expected to allocate to health either
the amount or the composition of resources that is best from a social perspective".
3 Following the work of Walt Rostow (1960) in economics and Talcott Parsons (1991) in
sociology, modernisation theory proposed that all societies would eventually pass through the same
stages of growth from traditional agriculture to modern industrial development that had occurred in
industrialised nations. The theory was strongly promoted in the 1960s by the US Agency for
International Development but was flawed and proved a failure (Lees, 1996; Rist, 1997).
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There are sound economic reasons for this, derived from the character of health
care as a population-based (rather than purely individual) service with strong
externalities, lack of perfect information, and 'public good' characteristics (see below).
The Agenda for Reform reversed this thinking by arguing that only in some areas (like
preventive health care) did this reasoning apply while most curative service could be
treated as a commodity and provided at a price, or user charge. The central
recommendation of the Agenda for Reform (Akin et aI., 1987: 1,2) was to " ... reduce
government responsibility for paying for the kinds of health services that provide few
benefits to society as a whole ... " and proposed that "[t]he financing and provision of
these private types of health services" should be shifted to a combination of the non-
government [including private] sector and a public sector reorganized to be financial
more self-sufficient".
Investing in Health reinforced, but moved beyond, the argument for an end to
universal free health care and the introduction of user charges at public health facilities.
It proposed the introduction of a government-funded US$12 minimum package of cost-
effective essential health care activities as defined by gains in active years of life - or
Disability Adjusted Life Years (DALYs - Murray & Lopez, 1996; World Bank, 1993).
The report identified certain unresolved problems said to be affecting the health
systems of developing countries, including the misallocation of public money on
interventions with low cost-effectiveness, the inequality of disproportionate expenditure
on services available mainly to the urban rich while access for the poor remained low,
and waste and inefficiency in expenditure on inputs. It was argued government services
were often less efficient than private providers. Rather than emphasising the search for
new sources of revenue, the report proposed to address health issues by improving the
economic and educational status of households and the position of women, reducing
expenditure on tertiary facilities, implementing a cost-effective minimum package of
public health and essential clinical services, encouraging social and private health
insurance, increasing competition among suppliers, and achieving better dissemination
of information to consumers.
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The most recent account of World Bank thinking on the health sector is the 1997
Sector Strategy Paper, which again changed tack. The paper proposed increasing
government intervention in those areas of health care which had not responded to
market-oriented reforms and achieving a better public-private mix. While the paper
maintains the faith in market structures that is evident in the Agenda for Reform and
Investing in Health (Laurell & Arellano, 1996: 3), it returns in part to the more
consistent understanding of the health sector that was evident in earlier World Bank
documents. According to the Sector Strategy Paper, "[e]xperience has shown that
strong action is needed by the public sector to take advantage-of the substantial
resources that can be mobilized through private channels" (World Bank, 1997b: 8).
Rather than proposing the widespread application of user fees and market principles,
the Sector Strategy Paper adopts the more limited view that "[bloth economic
principles and empirical evidence suggest that a mixture of public and private
involvement leads to the best results in the HNP [Health, Nutrition and Population]
sector" and that " ... governments must playa major role in health care finance through
regulations, mandates, and direct subsidies" (World Bank, 1997b: 19).
The Sector Strategy Paper relegates the search for alternate sources of health
financing to one of three nominated aims of reform. These aims are: (i) to improve
health outcomes for the poor; (ii) to improve the performance of the health care system;
and (iii) to secure sustainable health financing. The Sector Strategy Paper proposes a
much more inclusive array of reform initiatives, which should be designed:
• To draw on experience which shows that assuring universal access is one of the
most effective ways to provide health care for the poor and to develop targeted
approaches for meeting the health needs of the most vulnerable;
• To improve service delivery and increase equity and access by reducing
geographic, financial, cultural and other barriers;
• To increase efficiency, effectiveness and quality of care by improving public
sector capacity and management skills;
• To counter both government shortcomings and market failures by achieving a
more balanced mix of public and private financing and delivery;
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• To capture for government services a larger proportion of direct household out-
of-pocket health expenditure currently employed inefficiently and ineffectively
in the private sector;
• To contain costs and to improve budget allocations for public healthy services.
The World Bank now argues that "[r]ecent dissatisfaction with poor health,
nutrition, and population outcomes, the low quality of health care in both public and
private facilities, and the lack of sustainable financing andlor cost escalation have led to
a wave of health care reforms throughout the world" (World Bank, 1997b: 6). Coming
more than ten years after the marked increase in World Bank funding for health
projects and experimentation with proposed reforms, this continued dissatisfaction with
health outcomes focuses attention on the nature of the health care reform policy itself.
Some commentators have argued the reforms may have been misdirected because, "[a]t
bottom, the health problems of the world's very poorest have to do with a stark
insufficiency rather than a maldistribution of money [for health services, as the World
Bank presumes]" (Economist, 1995). It is unlikely, however, that this fundamental lack
of resources would be redressed by the greater intervention of the private market, as the
editorial writer for the Economist assumes. This dissatisfaction with the prescriptions
for health care reform policy has given rise to three related but distinct approaches to
reforming health systems. These different perspectives are discussed more fully below.
First, however, it is useful to discuss three particular aspects related to the distribution
of income and health care and the theoretical assumptions underpinning the use of
market mechanisms.
2.3 Distributional aspects of health and health care
A look at the global distribution of resources and the influences of market theory
on the distribution of health care makes it clear that the 'stark insufficiency' of
resources for health care in developing countries is a product of their global
maldistribution. "The main difference between health care in industrial ad developing
countries is that in the latter resources are much scarcer" (Gertler & van der Gaag,
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1990: 1). Inequalities in income distribution between countries is closely associated with
poor health outcomes. And attempts to find an equilibrium in the supply and demand
for health services through the price mechanism may be fatally flawed on distributional
grounds. For the purpose of this discussion, it is known that increases in health
historically status precede rather than follow increases in national income (ADB,
1998a), and that the 'elasticity of demand' for health care is higher at low income levels
than at high income levels (Gertler & van der Gaag, 1990; Mwabu & Mwangi, 1986;
1995). It is assumed also that the 'marginal productivity' of spending on health care is
greater (that is, more beneficial) at lower levels of income than at higher levels.4
2.3.1 Global health-resource disparities
Increasing the effectiveness of health care delivery is dependent upon
understanding the strict resource constraints that face developing country planners. Just
as relevant is the understanding that significantly improving health care services in
developing countries is dependent upon long-term, sustainable and appropriate transfer
payments from the wealthy to the poor countries (LaFond, 1994b; LaFond, 1995), an
element which has been insufficiently considered in the literature on developing
country health care reforms (apart from the argument for more effective use of
declining aid funding) (World Bank, 1993: 165-170).
Mirroring the distribution of world income, the global distribution of health care
resources can be pictured as a 'champagne glass' where a narrow stem at the base
supports nearly all the consumption at the top (Lancet, 1999; UNDP, 1994: 63). Using
the champagne-glass image, Figure 2.2 shows that the richest 20% of the world's
popUlation consume 91% of the world's health expenditure. 5 Table 2.2 provides more
4 Elasticity of demand is the degree to which demand will change in response to a change in
prices; marginal productivity is the amount of benefit gained for each additional dollar spent on health
care.
5 Figures 2.2 and 2.3 were created for this thesis. They are illustrations only and not accurate
graphs. The illustrations are based on accurate figures for income, health expenditure and the burden of
disease taken from the World Bank (1993) and are presented in graphic form after smoothing out the
curves by averaging numbers over the relevant income range. The calculations on which these
illustrations are based are included in Appendix B.
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detail. From another point of view, looking at the division between industrialised and
developing countries, the most recent figures indicate that at least 84% of the world's
population of 5829 billion live in developing countries which have access to less than
20% of the world's income and 16% of health expenditures, while more than 80% of
income and 87% of health spending accrues to the 16% of the world's population who
live in the industrialised world. Annual per capita spending on health in the
industrialised states (US$1860) is on average at least 10 times greater than in low-
income countries (US$183), and in some individual cases the disparity goes beyond
100 fold (World Bank, 1997b,: 4). Per capita health care spending in Cambodia, for
example, is approximately US$24 annually, compared to US$3600 in the United States.
While on average industrialised countries spend more than 9% of GDP on health care
services, the average for developing countries is around 4%.
Table 2.2 Global Health Resources: Worldwide population, income distribution, health care
expenditure, and global burden of disease by region c.1990
Region Population GDP Health DALYs
expenditure m.
# % # % # % # %
Sub-Saharan Africa 510 9.7 164339 0.8 12080 0.7 293 21.5
India 850 16.1 221925 1.0 17740 1.0 292 21.4
China 1134 21.5 369651 1.7 12969 0.8 201 14.8
Other Asia and islands 683 13.0 1263768 5.8 41752 2.5 177 13.0
Latin American/Caribbean 444 8.4 1203873 5.6 46660 2.7 103 7.6
Middle Eastern crescent 503 9.5 413241 1.9 38961 2.3 144 10.6
Fonnerly socialist/Europe 346 6.6 948579 4.4 49143 2.9 58 4.3
Estab. market economies 798 15.1 17053744 78.8 1483196 87.1 94 6.9
World 5268 100.0 21639120 100.0 1702501 100.0 1362 100.0
Source: World Bank (1993: 27. 210. 238. 242).
Moreover, the global distribution of health care expenditure is inverse to the
global burden of disease (the estimated loss of healthy years of life from over 100 of the
most common diseases and injuries), as Figure 2.3 illustrates. In this case, the burden of
illness is concentrated in the lower income quintiles. It is estimated that 93% of the
global burden of disease is concentrated in low and middle income countries (World
Bank, 1993; World Bank, 1997b,: 3). By contrast, the top population/income quintile
accounts for only 7% of the global burden of disease but 91% of health care
expenditure.
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Figure 2.1 Distribution of total health expenditure by population income quintile, 1990
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Figure 2.2 Distribution of the global burden of disease by population income quintile, 1990
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Clearly, the great bulk of health spending takes place where the burden of disease
is least. It is not possible to say what is cause and what is effect. But there is a common
view that health care costs in developed countries are excessive, there is overuse, and
there is waste and inefficiency due to excessive use of technology and other reasons.
Ironically, in the lower-income quintiles (where total expenditure is low) most health
spending is privately funded by households while in the top income quintile public
funding plays a much more significant role. It is also clear that most health spending is
taking place in the higher income quintiles where costs are high and marginal
productivity is lowest.
It is therefore telling that:
At a global annual growth rate for GDP of 3.4 per cent, health care expenditure will increase
by about US$82 billion a year worldwide, or US$9 billion a year in low and middle income
countries at current rates of growth. In principle, this is enough money to pay for essential
population-based preventive and curative services for the 900 million of the world's estimated
1.3 billion poor who still do not have adequate access to these services. However, if current
trends persist, many of these resources will go to those who already have access and use
services, rather than to the poor (World Bank, 1997b,: 4).
2.3.2 Health and national income
Even though the relationship may not be directly causal, reducing inequity is
regarded as a powerful impetus to improved health (Baum, 1998,: 418; Gilson, 1998a).
The link between income disparities and health status is well established (Wilkinson,
1992). It is widely accepted that economic growth is associated with improved health,
and good health, by contributing to human capital, is essential to economic growth
(Brundtland, 1999; Gertler & van der Gaag, 1990: 5; World Bank, 1997b: 2). A great
deal of care is needed, however, in the interpretation of this relationship (Baum, 1998:
277). Figure 2.4 illustrates the correlation between levels of national income and life
expectancy. Clearly, individual countries may move along the income-life expectancy
curve as national income rises; however, they may also move above or below, towards
or away from the curve at any given level of income. "Countries vary greatly in terms of
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the health, nutrition, and population outcomes they achieve at similar income levels"
(World Bank, 1997b:3).
Over time, the income-life expectancy curve has shifted up, indicating that social
changes as well as increases in knowledge, medical technology and other factors have
permitted countries to achieve higher levels of health with a given income (Mills,
1998a: 3). But the curve has also become steeper at low levels of income, indicating
that most health gains have accrued to higher-income countries. And at a certain point
the curve flattens out, confirming that marginal increases in health gain diminish at
higher income levels. A crucial question is how certain low income countries rise above
the curve. It is instructive, for example, that improved health status in nineteenth
century Britain only followed state intervention despite the preceding period of rapid
economic growth (Baum, 1998: 278; Sanders & Carver, 1985). In the 1960s and 1970s,
significant health improvements were observed in countries such as Cuba, China, Costa
Rica, Sri Lanka and Kerala State in southern India in the absence of major increases in
per capita income (Bourne, 1998; Franke & Chasin, 1992; Ratcliffe, 1978; Salas &
Miranda, 1997). While some of these gains have been eroded by economic, social and
structural adjustments in the 1990s (Hsiao, 1995b), the main causes of earlier improved
health status in these countries can be found in a more even income distribution and
greater social equity, land reform, adequate physical infrastructure, accessible primary
health care services, and improved conditions and status for women (Baum, 1998;
Caldwell, 1986; Werner & Sanders, 1997).
What determines the shape of the curve? Cause and effect are difficult to
determine. However, if in general economic growth follows health status improvements,
then additional spending on health care in low income countries will raise the curve and
flatten it at greater life expectancy over time. Or developing countries, this would
appear to be the most effective path for improving health status and social
development, rather attempting simply to move up the curve by raising national
income. Therefore, the argument for redistributing global health spending towards
developing countries is based on productivity and not simply on a commitment to
equity. Nonetheless, this begins to explain why equity is regarded as an increasingly
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important question in health care delivery. More important than raising the curve over
time, therefore, is the need to flatten the curve across the whole income spectrum by
dramatically improving health conditions at low income levels. Clearly, the higher
marginal increases in life expectancy for increases in income at low income levels
means that improvements in health status are much greater per extra dollar of income
earned at low income levels that at high income levels. Redistributing income to low
income levels can therefore be expected to have a larger than proportional impact in
terms of improved health
Figure 2.4 National income and life expectancy for selected countries
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2.3.3 Supply and demand for health services
With the introduction of market-oriented health care reforms in the developing
world, pricing policy became a major concern in the social as well as the commodity
sectors of the economy. Gertler and van der Gaag (1990) argue that "[m]any of the
problems facing health care systems in the developing world ... can be traced to the
virtual elimination of price signals in the medical market". The World Bank (Akin et
aI., 1987; World Bank, 1993) argues that handing over a range of curative services to
the private sector would allow governments to focus their activities on providing
services that are of more benefit to society as a whole (primary, preventive and public
health services); that utilisation is not dependent on prices (i.e. demand is inelastic);
that providing such basic health services would be more cost-effective; that government
resources thus saved could then be spent on the poor; that fee income raised would
increase the level of resources available to the government health sector; that long-term
health investments would then more likely converge with health needs; and that
resource allocation would be improved and the delivery of government services would
be more efficient. Are these arguments well founded?
As Bennett (1991) notes, the economic rationale of the market approach lies in
the theory of perfect competition. Partial equilibrium analysis - that is, the neo-classical
theory of markets for a single commodity, like health care services - maintains that,
when price is set at the level where supply equals demand, the distribution of services is
optimised in the sense that no-one who wants to purchase the services (at that price) is
unsatisfied and no supplier is left with unused capacity (see, for example, Apgar &
Brown, 1987). Equilibrium analysis is, however, a poor tool for analysing health
expenditure because the unique characteristics of health care (public good, externalities,
restricted information) make it largely unsuitable to treatment as a market commodity.
The implicit assumption made by proponents of achieving health gains through market-
based reform is that, with the application of market prices in place of a price set by
government (Le. nominally free health care), the demand curve will eventually shift up
or to the right and thus create an increased use of services at all price levels.
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Figure 2.5 illustrates the hypothetical supply and demand for government health
services (with some form of user charging - real, disguised or implicit). The diagram
assumes an expansion of demand with the addition of private health spending (from DI
to D2) The 'market' begins in equilibrium where supply meets demand (at EI). With a
higher demand curve, price increases from the government level (PI) to the market level
(P2), where a new equilibrium (E2) is achieved. This involves an increase in the
provision of health services (from QI to Q2). This appears to achieve better health care
outcomes, but is the effect really transparent? This depends on income distribution.
Achieving equilibrium at a higher price implies that some of those who previously had
sought services will be excluded (as their demand falls from QI to Qo). Poorer people
who accessed health care at price PI may not be able to afford the new price at P2. This
is confirmed by the evidence that, for low income groups, elasticity of demand is high
and utilisation of services falls when prices (or user charges) are increased. The
increased quantity of health care consumed (between Qo and QI) will therefore be
purchased by higher income groups. Therefore, the market has redistributed health care
up the income scale.
Whether economic welfare measured by consumer and producer surplus (the area
below the demand curve and above prevailing price level) actually rises or falls with an
increase in price cannot be determined a priori but depends on the actual shape of the
supply and demand curves (that is, the real world conditions of supply and demand).
Because elasticity of demand is high the demand curve will be flat and consumer
surpluses therefore smaller than otherwise. In effect, at the new price level, consumer
surplus (equal in area to the triangle surrounding EI) will be shifted from low income
groups who can no longer afford to purchase health care to the higher income groups. A
new 'Pareto' optimal welfare position will be achieved but with a much more uneven
distribution of income.
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Figure 2.5 Hypothetical supply and demand for heath services
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The claim that welfare gains may in practice result from such increased prices
(Griffin, 1992) assumes that the supply of government health services had previously
been constricted by a price level (measured, hypothetically, as a nominally free service
funded through public expenditure or as a nominal charge plus acce1 sts) that is
below the market equilibrium level (without regard to possible budget constraints) and
that, in terms of consumer welfare, the benefits of providing health services to more
people will outweigh the costs of the higher price (Akin et al., 1987). However, it is
wrong to assume that the market constraints are exclusively on the supply side;
elasticities of demand also affect the outcome. Griffin (1992) calls attention to evidence
that shows welfare is likely to fall with increasing prices when the market is close to
equilibrium. Others such as Abel-Smith (1987) and Gilson et al. (1995) see welfare
falling through user fees as a result of the increased burden on the poor. The empirical
evidence shows that the introduction of user fees (especially in sub-Saharan Mrica)
often excluded the poorest people from health care services (Creese, 1991; Gilson,
1997; Gilson & Mills, 1995).
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Theoretically, shifting the demand curve up would be possible under certain
conditions, for example if a significant increase in per capita income was accompanied
by greater expenditure on health care (which is one reason why rising incomes and
improved health status are associated) or if an increase in the quality of services
encouraged greater demand despite the increased cost (Mwabu & Mwangi, 1986). From
the point of view of access to health services (rather than changes to consumer welfare
under the different equilibrium conditions) the most important point is this: because (i)
price elasticity for health services (i.e. the degree of changes in demand as a result of
price movements) is greater for the poor than the rich, (ii) the poor spend a greater
proportion of their income on health care, and (iii) the poor are in much greater numbers
than the rich, the redistribution of income from rich to poor is the most immediate way
to bring about the desired shift of the demand curve to the right, achieving a situation
where more people receive health care services (Q2)even though prices are higher (P2).
However, in the neo-classical theory of markets the distribution of income is taken as
determined exogenously (and therefore fixed and given). This is precisely why Evans is
correct to conclude that "[d]istributional questions may be suppressed in economic
analysis, but they remain at the forefront of public policy debates" (Evans, 1997b).
This review of distributional issues in health care provision gives rise to a number
of propositions that need to be kept in mind when discussing the issues of health care
reform. Firstly, the global maldistribution of health care expenditures in relation to the
burden of illness produces a situation in which developing countries are left to manage
major disease problems with an absolute lack of resources. Secondly, it is likely that the
redistribution global of health spending in favour of the poorer nations would have a
more than proportionate influence on improving health status. And finally, there is no
guarantee that applying principles of supply and demand will have the desired effect of
improving the distribution of resources, and could in fact make the situation worse. The
next section will discuss the different models of health care reform with these
propositions in mind.
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2.4 Approaches to health care reform
The definition of health care reform has changed over time. Originally used to
describe the use of market mechanisms in health care delivery, the term now
encompasses a range of major changes in health systems. Different approaches to
health care reform have emerged due both to the negative impact of market reforms and
to the unique features of health care as a population-based service. These approaches
can be divided first between the economic and the s'ocial model. The economic model is
associated with the market perspective sponsored by the World Bank and the IMF
which treats much of health care as a commodity. The social model is associated with
approaches that treat health care as a human need to be distributed as equitably as
possible and includes two perspectives: the population-health approach adopted by the
WHO, and the community health approach adopted by UNICEF. The main differences
between the market and the social approaches are summarised in Table 2.3.
These different approaches can be viewed in the light of experience in primary
health care since the historic Alma Ata conference in 1978. Acknowledgement of the
principles of PHC does not feature strongly in the discussion of health care reform, but
it is implicit in arguments for cost-effective basic services, for equity in service
delivery, and in community-level health activities. In support of the PHC approach, it
has been argued (Tarimo & Webster, 1997: 88): "From initial euphoria with the
privatisation of health services and with user charges, a more balanced and cautious
approach that calls for concurrent equity measures is emerging". IfPHC measures are
not explicitly included in health care reform plans it is unlikely that either equity or
efficiency gains will be realised. In the past, the experience with PHC programs has
suffered both because the Alma Ata program was severely truncated before it was
adequately introduced (through 'selective PHC', 'vertical programs', a narrowly
'medical' approach, etc) and because it was often caricatured as simply village-level
health care. Properly understood, PHC has a critical role to play within a reformed and
integrated national health referral system.
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Table 2.3 Main characteristics of different approaches to health care reform
Approaches Main documents Distinguishing features Outcome indicators
Market model (Akin et a!., 1987; Burden-of -disease DALYs, health care
World Bank, 1993; calculations, cost- costs, fiscal savings,
World Bank, 1997b) effective interventions, private sector
basic health services, participation
purchaser-provider split,
private sector provision,
user charges.
Public health model (Cassels, 1995; WHO, Needs-based approach, Access, utilisation,
1992; WHO, 1993; improved medical health status indicators
WHO, 1996) services, public sector
provision, government
financing, private sector
regulation
Community health (Cornia et a!., 1987; Community Basic service provision,
model Reddy & participation, peripheral health service coverage,
Vandemoorte1e, 1996; services, primary health PHC indicators
Bamako Initiative, care delivery, co-
UNICEF, 1990a) (See financing and co-
also Werner & Sanders, management, referral
1997) system
2.4.1 The market approach
The World Bank's Investing in Health (World Bank, 1993) is the most well-
known formulation of the market approach to health care reform and a product of the
World Bank's consultation with WHO. While the positions of the Sector Strategy
Paper (World Bank, 1997b) in many cases differ from Investing in Health, and from
the earlier Agendafor Reform (Akin et aI., 1987), all three documents share common
assumptions.
The market approach has its strict adherents and its critics. The arguments that
support the market perspective are based on assumptions about resource allocation,
economic efficiency, and cost-effectiveness. Regarding the acknowledged trade-off
between efficiency and equity in the distribution of health care and other services, an
underlying assumption is that, by directing resources to the areas of highest marginal
social productivity, total welfare will be increased even should resources by moved to
areas other than health care (such as education or sanitation) (van de Yen, 1996: 664-
65). Markets are said to achieve this allocation most efficiently. By contrast, the
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solidarity principle implies that everyone has access to the health care they need. In
reality, this trade off may have more bearing in developed countries where excessive
spending on health care is more common than in developing countries where services
are inadequate and the marginal productivity of health care spending is commonly
higher. In the latter case, both equity and efficiency ends may be satisfied by increased
public health spending.
Critics of the market approach emphasise both the theoretical weaknesses of the
approach as it applies to health care and the relative shortcomings of different reform
initiatives. Assistant editor of the BMf, Karnran Abbasi (l999a), reviewed the
experience of the World Bank health policy in a series of articles published in 1999.
Abbasi interviewed World Bank officials and visited projects in India, Pakistan and
Bangladesh. Abbasi notes the bank itself concedes (World Bank, 1997b) it is difficult
to attribute the health status, fertility and nutrition gains of the past 20 years directly to
its own policies. He concludes that genuine concerns remain about the evidence base
for the bank's policies, and that the efficacy and sustainability of bank projects remains
to be demonstrated.
According to Abbasi, critics of World Bank policy have emphasised:
• The bank's policies vary little from country to country;
• Policies are driven by the aim of achieving high levels of lending;
• Policies are driven by monetarist ideology and macro-economic policy designed
to achieve economic outcomes rather than improve health measures;
• Structural adjustment loans are a mechanism for forcing free market economics
on borrowing countries;
• Structural adjustment loans have a negative impact on economies and health
sectors and are associated with a 25% reduction in per capita health spending in
Mrica and Latin America in the 1980s;
• There is little evidence of the success of structural adjustment in lower-income
countries;
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• The bank's Heavily Indebted Poor Country (HIPC) debt relief initiative is
available to only 20 of 52 heavily indebted counties and requires a three-year
waiting period;
• The introduction of DALYs was not based on sound methodology, and an
equitable approach would attach more weight to the illness of more
disadvantaged people.
According to recent thinking (Feacham, 1998; Abbasi, 1999b), the World Bank
increased its activities in health project funding and health policy formulation based on
the understanding that national development can be defined in terms of achievements in
the areas of health and education. Health spending is a large proportion of gross
domestic product, improved health is a key variable in the human capital equation, and
there is a key role for the state in the health sector. Consequently, health care cannot be
left solely to private markets. The unthinking application of user fees was therefore a
mistake and has now been repudiated. However, the expectation that primary health
care can be entirely free and provided by government is not and never will be a reality.
Hence, it is argued, it is essential to achieve an appropriate public-private balance.
It appears that the weight to be given to each side in this balance is determined by
abstract rather than concrete judgement. The World Bank believes that "[t]here must be
a basis for believing that the government can achieve a better outcome than private
markets can" (World Bank, 1993: 55). This is a statement of belief rather than a
provable hypothesis. The economic rationale for employing market principles lies in the
theory of perfect competition. According to the theory, the pricing mechanism
ultimately produces the fairest and most efficient distribution of resources (and income)
and an optimum outcome in terms of total welfare (so-called Pareto optimality where no
further changes are possible in the distribution of resources between individuals
without making at least one person worse off). However, as no comparison of the
welfare of different individuals is allowed and nothing can be said about distributional
issues or society's preference over numerous optimal states, the theory is very limited
(Bennett, 1991; Hsiao, 1995c). Because 'Pareto' outcomes can be affected by altering
the initial distribution of income, the argumentation is circular and ignores the innately
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inequitable character of market relations. In reality, economists agree that a state of
perfect competition cannot exist and never has existed in the modem world.
Moreover, it has long been known that the health sector is especially unsuited to
accommodating the principles of perfect competition (Arrow, 1963; Hsiao, 1995c), an
understanding which had traditionally been at the basis of the theory of welfare
economics (Apgar & Brown, 1987; Jiminez, 1987). Certain attributes make 'market
failure' endemic to the health sector (Bennett, 1991):
• Many health services are 'public goods' provided for the benefit of society
rather than simply the satisfaction of the individual (good health care, for
example, can increase industrial productivity);
• Strong 'externalities' are associated with public health services such as mass
immunization where the coverage must be universal for any individual to benefit
fully;
• 'Perfect information' is not available to all buyers and sellers (as is theoretically
required) as consumers cannot be fully knowledgeable about their own illnesses
(in contrast to medical practitioners).
• The broader social and political structures essential to markets (such as legal and
physical infrastructures) are not always present, particularly in developing
countries.
Proponents of market structures in the health sector such as Birdsall, Griffin, or
Roth (see Bennett, 1991) have argued that only certain types of health care transgress
the assumptions of perfect competition to such an extent that they cannot be delivered
through the private sector, but that most curative health care (which is by nature
individual rather than social) is suited to privatisation. Others argue a role for private
health care delivery exists where governments can act to correct market failures and
regulate private services.
Critics reply that the arguments used to justify shifting the profitable aspects of
health financing and delivery to the private sector - the poverty of the state, the
inefficiency of the public sector, and inequality in access to services - have not been
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theoretically substantiated (Laurell & Arellano, 1996: 4). Critics also argues that
" ... economic theory does not show [market forces] to be necessarily a superior
approach to health care policy" (Rice, 1997: 422-423). It is also claimed that little
attention has been given to the means for achieving improved public funding, the
distribution of funds within government budgets, or the fiscal effects of structural
adjustment policies (Laurell & Arellano, 1996). Such criticisms are supported by
evidence from the United States, arguably the country with the most extensive use of
markets in health care and with relatively the worst health outcomes at the highest
levels of expenditure (Navarro, 1987; Whiteis & Salmon, 1987; World Bank, 1993: 54;
Evans, 1997a).
Investing in Health identifies poverty as a major determinant of ill-health. It does
not, however, make any analysis of the impact of the maldistribution of income
(considered either nationally or internationally) on access to health care or on health
status. It is therefore understandable that proposals for the greater use of market
mechanisms are seen in some cases as distributionally driven (Evans, 1997b: 428),
designed to maximise individual profit rather than patient benefit (Loewy, 1995: 156),
and used effectively to diminish the traditional role of health care in achieving
equitable income re-distribution (Navarro, 1976: 41; Whiteis & Salmon, 1987:49)6.
Using the example of middle income countries in Latin America, Laurell and Arellano
(1996: 3, 7) calculate that limiting government to implementation of the World Bank's
US$12 per capita package of basic services would signify the liberation of about
US$US35 billion for capture by the private sector (or US$83 out of a total per person
expenditure of US$105).
Underlying the argumentation for market mechanisms is the assumption that
providing the conditions for rapid economic growth is the best means for increasing
resources available to health care. Laurell and Arellano (1996: 2) argue that within the
6 "We cannot understand the maldistribution of resources in the health sector without analysing
the distribution of economic and political power in these societies, i.e., the question of who controls what
and whom, or, as it is usually phrased in political economy, who controls the means of production and
reproduction?", (Navarro, 1976: 41; Whiteis & Salmon, 1987:49)
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World Bank's analysis "...health as a goal is progressively subordinated to health as a
means ... " of economic growth, and that in fact the World Bank aims "...to adapt health
policy to the priorities of fiscal adjustment". Many writers interpret the policies
prescribed by Investing in Health as a product of the World Bank's structural
adjustment policy in the health sector. Virtually all health projects carried out with
World Bank assistance have been situated in countries accepting the Bank's economic
structural adjustment program (Buse, 1994: 98). Even so, Werner and Sanders (1997:
107) observe that the report itself wrongly ignores the negative effects of structural
adjustment. The report contains no macro-economic analysis of the non-medical
conditions for good health - a critical factor in countries, such as Zimbabwe, where
structural adjustment was associated with a decline in health status (Gibbon, 1995b).
Nor does the report consider either the health consequences of unfettered
economic growth (Baum, 1998: 277-278; Werner & Sanders, 1997) or the social
policies cardinal to the achievement of improved health status (even with rising
incomes). For example, no analysis is made in the report of the reasons for the
documented successes of low income countries with uncommonly good health
outcomes (Cuba, China, Sri Lanka, Kerala State). This is all the more surprising
considering the extensive effort made by the World Bank to calculate the global burden
of disease (Murray & Lopez, 1996). For these reasons, it has been observed that
"[s]ince health is a culturally- and socially-defined concept which varies from context
to context ... it is perhaps problematic for an institution with such a narrow view of
development to be involved in determining what health is for the world at large"
(Ugalde & Jackson, 1995: 528-529).
More pragmatically, a large part of the theoretical apparatus of Investing in
Health is devoted to developing Disability Adjusted Life Years (DALYs) as a single
measure of economic cost-effectiveness in the use of health resources (Murray &
Lopez, 1996). However, opinion on the method's broader application, particularly in
developing countries, is divided (Paalman et aI., 1998: 25). The cost-effectiveness
measures developed by the World Bank are regarded as theoretically flawed (Danida,
1999; Hammer & Berman, 1995; Mooney & Creese, 1993). In contrast to the market
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perspectives of Investing in Health, Musgrove (1995: 141) takes demand (or consumer
choice) as his point of departure and argues that "[t]he more health care is socialized,
the more cost-effectiveness is an appropriate criterion for expenditure", based on
understanding 'cost-effectiveness' as the value of health gain purchased (rather than the
cost of supply, as Investing in Health proposes).
It can be shown that in principle and in practice, the role of dollar-valued DALY
measurements is not to determine the most appropriate health interventions but to draw
health services into economic calculation. Moreover, in practice, the well known
burden of communicable diseases in low income countries makes DALY analysis
largely redundant. Investing in Health itself reports that cost-effectiveness analysis
simply confirms the value of already identified primary health care interventions to
address infectious diseases based on the goals of the 1978 Alma Ata conference (World
Bank, 1993: 13,61). Yet it has also been argued that the DALY methodology is not in
the spirit of the primary health care approach but rather mirrors the more constricted
'selective primary health care' advocated by Walsh and Warren (1980, see Paalman et
al., 1998: 24), and that Investing in Health effectively sounded the death knell to the
Alma Ata process (Green, 1995). Various writers have observed that the calculation of
DALY s is an expensive exercise (in terms of time and money) that many developing
countries lack both the resources and the social environment to carry out (Paalman et
al., 1998: 25; Poore, 1993), or argue that it fails to address clearly the inability of many
poor countries to provide even a minimal service (Costello & Woodwaid, 1993; de
Wildt et al., 1993: 440; SCF, 1993). LaFond (1994a) identified 24 low income
countries that simply could not afford the US$12 package of basic health services.
It is argued that the DALY procedure is built on tenuous assumptions (Ugalde &
Jackson, 1995: 531). The DALY approach presupposes a view of health limited to
(re)allocating (public) health resources and fails to give consideration to the broader
means for improved health and welfare: the quality of health investments in terms of
systems strengthening or through process indicators is not considered (SCF, 1993);
DALYs account for age and sex differences and discount future health activities but
explicitly exclude factors related to the economic, social and cultural context; the
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methodology does not explicitly consider the effects of poverty and it does not allow for
equity goals to be met (Paalman et aI., 1998: 24).
Investing in Health is therefore open to the charge both that it employs selective
evidence from developing county experiences in health care reform and that its
recommendations are not adequately backed by sound evidence from the field (SCF,
1993: 7). The apparent weaknesses in Investing in Health have encouraged some critics
to conclude there is no convincing evidence that the policies recommended could
resolve the problems described (Laurell & Arellano, 1996: 13). Walt and Gilson (1994)
observe that the analytical shortcomings of the Bank's reform policy - in contrast to an
approach based on sound policy analysis - was a likely source of its failure in the long
term. The lack of scientific rigour in the document suggests that it is more the product
of economic expediency and an ideological commitment to market over government
structures than of carefully conducted research (Bennett, 1991; Costello & Woodwaid,
1993; Evans, 1997a; Evlo & Carrin, 1992; Green, 1995; Laurell & Arellano, 1996;
Ugalde & Jackson, 1995: 533).7
2.4.2 The public health approach
As the limitations of the market perspective became more apparent a different
understanding of health care reform began to emerge through organisations and
institutions which had traditionally taken a public health or population-based approach
to health care. The WHO provided a vehicle through which much of this discussion
could proceed. In the wake of economic transition in the 1980s nearly all the
participants in this discussion accepted the market framework to some extent in
developing new social policies. Within this context, however, the approach to health
7 The origins - and the consequences - of the neo-liberal principle that markets are almost
invariably superior in their allocation of resources and their success in achieving desired outcomes to
structures based on the state or society have been analysed in depth by Marginson (1992; 1997) in
education and Hancock (1999) and Bennett (1991) in the area of health. Marginson traces the origins of
neo-liberal philosophy to the theories of Hayek, Buchannan and Friedman. Hayek, for example, was in
no doubt that his argument was one based on ideology. Introducing The Road to Serfdom, Hayek (1944:
v) wrote "This is a political book ... the essential point remains that all I shall have to say is derived from
certain ultimate values".
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financing and delivery took on a different character (WHO, 1978a; WHO, 1992; WHO,
1993). It was argued that health was a key component of socio-economic development,
that the experience of reform proved that governments had an essential role in health
care, that indiscriminate application of user fees was mistaken, and that the private
sector did not necessarily provide additional resources for health care. Equity was the
touchstone for health policy behind which it was necessary to achieve efficiency,
quality of service, and sustain ability through an appropriate public-private mix of
services, for which (in Southeast asia as elsewhere) no uniform policy of reform could
be applied across all developing countries (WHO, 1995b). The need was, therefore, to
develop a view of those social systems most supportive of health care (WHO, 1995a).
In the representation of health care reform policy, these principles chartered a
different course to the neo-liberal prescriptions of the market approach. The starting
point for this alternate approach was the attempt to re-define health care reform. This
redefinition was based on promoting an understanding of health care reform as
something other than the use of market methods of delivery and financing. In this view,
health care is to be considered more broadly as a health policy issue. Proponents of this
view believe that, despite its wide appeal, health care reform is difficult to define
precisely, and they have argued it is wrong to think there is a consistently applied,
universal package of measures that constitutes health care reform. (Berman, 1995;
Cassels, 1995).
Despite these definitional problems, health care reform policies have persisted for
more than a decade. Mills (1998a) argues that a major reason for this comes from
outside the social sectors. Pressure for reform has not merely come from within the
health sector but is part of a broader 'public management revolution' which attempts to
reshape governance and change relationships between the state, the market and society.
In this respect, Mills ( 1995; see also Gonzales-Block, 1997b) distinguishes between
'market' and 'bureaucratic' forms of health service financing and delivery.
Bureaucratic reforms can be classified as institutional or structural changes, financing
reforms, new methods of policy-making (like cost-efficiency analysis), or
improvements in health management. In the main, such reform to government and
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health institutions has been based on so-called New Public Management theory which
translates the principles of business organisation into methods of government
administration (Chapter 1).
Key components of this public management revolution are a slimmed down state,
reduced levels of public expenditure, increased efficiency in the provision of public
services through mechanisms such as contracting and competition, and an extended
role for the private sector. A number of multilateral agencies, notably the World Bank
and the Organisation for Economic Cooperation and Development (OECD), have been
promoting the idea of an emerging consensus on the key characteristics of social sector
reform which would combine a strong role in setting overall policy for the state with a
pluralist approach to service delivery involving a range of different actors. The World
Development Report 1993 proposed improving the quality and efficiency of
government services through decentralisation and performance related incentives and
establishing greater diversity and competition in the supply of health services including
competition between public and private providers.
Chernichovsky (1995: 1) combines the main elements of bureaucratic and market
views of reform in a single view. According to his definition, "[t]he policies within [the
health care reform] paradigm attempt to promote equity, social efficiency, and
consumer satisfaction by combining the advantages of public finance principles -
universal access and control of spending - with the advantages of competitive market
principles - consumer satisfaction and internal efficiency". Chernichovsky identifies
three systemic characteristics of health care reform: (i) public financing of health care
which is not necessarily delivered by government; (ii) management of publicly-funded
health care by either competing non-governmental entities or non-competing public
administrations; and (iii) provision of health care based on competitive market
principles. This definition has the advantage that it is concrete and attempts to
understand health care reform within its actual context.
Successfully separating the economic from the social arguments for health care
reform has helped to shift the focus of the discussion away from the needs of macro-
economic restructuring and towards concern about health and health care needs. To
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facilitate this shift, the public health perspective in most cases adopts a normative or
functional approach based on identifying the technical components of reform and
establishing the norms that health care reform ought to achieve. Such norms are usually
defined in terms of effectiveness (coverage, quality of care, responsiveness to demand),
efficiency (cost, cost-effectiveness, distribution of resources) and equity (in access and
financing) (Berman, 1995; Cassels, 1995):
One key informant interviewed during the research for this thesis commented:
It seems to me ... those are the sort of yard sticks you should be making reference to in judging
whether reform is successful or not. And I think they are good enough for us to be able to say that
some of the changes that have been implemented as a direct result of macro-economic policies
have failed in terms of contributing to health care reform objectives. But this sort of definition
does not help to indicate where the focus needs to be. I think there is still a lot of inherited
baggage in tending to focus on the sources of finance, and particularly to focusing on attempting
to diversify the sources of finance on the assumption that that might actually add to the total
amount of money that is available for health, which in very poor countries is a misapprehension
anyway. The danger in an undue focus on mobilising funds is that it tends to distract attention
away from things that people in the health sector want to know a lot more about and that it is
better allocating the funds to meet the equity and efficiency objectives and in particular looking at
the type of incentives and regulatory structures that need to be set up by the public sector to
ensure that what happens to both the public and private sectors is actually directed towards
improved service (Key Informant HQl).
Attempts to develop a generally applicable set of organisational principles for
third-world health care reform (for example, Cassels, 1995) have paralleled similar
initiatives in industrialised countries. One such initiative was the 1996 Ljubljana
Charter (WHO, 1996), signed by the European member states of WHO. Making better
health rather than measures of economic efficiency the main goal of health care
delivery, the charter proposed that European health care systems should be governed by
the values of dignity and equity, targeted on health gain, centred on citizens' needs and
responsibilities, focused on quality and cost-effectiveness, based on sustainable
financing with universal coverage and equitable access and oriented towards primary
health care.
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It has been argued there is a remarkable convergence in the dimensions, scope
and objectives of health care reform policies in industrialised countries (Cassels, 1995;
OECD, 1994: 45). In developing countries, the character of reform remains more
mixed, less certain and more controversial (Cassels, 1995). One view is that health care
reform increased the potential range of strategies and options for achieving national
health policies after the "...somewhat sterile debate ... " (Cassels, 1995: 1) over the
different forms of primary health care in the wake of Alma Ata. The aim of the
functional approach is to avoid the classification of health care reform as a new model
of health care delivery, a factor that some see as evident in the demise of the PRC
approach. A widely accepted starting point is that almost all health systems need
reform. The approach is openly pragmatic (Cassels, 1995) and leads ultimately to a
generic understanding of health care reform as 'change directed by governments'.
From the normative point of view, health care reform can best be understood as
both "...a widespread recognition of profound problems in achieving health sector goals
and the availability of potential solutions to those problems" (Berman, 1995: 17). Such
an approach focuses attention on the issues of structure, process and outcome in a
manner consistent with the notion of 'policy analysis' (Walt, 1994). The public health
perspective defines reform as goal oriented, sustained, purposeful and fundamental
change in policy and institutional arrangements, designed to improve the efficiency,
equity, and effectiveness of the health sector and ultimately the health status of the
population, and making health an important goal of national development (Berman,
1995; Janovsky & Cassels, 1995; Mills, 1998a).
In summary, the public health approach involves a number of key elements,
including:
1. For simple changes in health service delivery to qualify as 'reform' they should:
be structural rather than incremental or evolutionary; be followed by
institutional change; be purposive rather than haphazard and should be
sustained in the long-term; involve a political, 'top down' process led by
national, regional or local governments; involve a diversity of measures; and be
appropriate to country-specific circumstances (Mills, 1998a; Saltman &
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Figueros, 1997). At the same time, "[t]here is little to be gained from attempts
to classify country experience in terms of whether the scale of policy change is,
or is not, health care reform" (Cassels & Janovsky, 1996: 15).
11. Successful implementation of reform policy is dependent on both the political
will and the human capacity for putting the new policies into practice
(Janovsky & Cassels, 1995: 13). In developing countries, the context within
which reforms take place is much more complex, due especially to the limited
human and material resources available to the health sector. In less developed
countries:
... reform strategies need to address the issues of extending the coverage of basic
services to under-served populations, improving poor service quality and addressing
the inequitable distribution of resources, in the context of very limited institutional
capacity (Cassels, 1995: 2).
iii. Among the problems which health care reform must overcome are the chronic
imbalance between salary and operating costs, the entrenched power of
professional associations, health service unions and other interest groups, the
lack of robust political leadership, the absence of a clear management structure
in ministries of health, the tendency of many public bureaucracies to survive by
not defining priorities, and the frequent equation of reform with a particular set
of prescriptions, such as 'managed market' mechanisms or user charges
(Cassels, 1995).
2.4.3 The community health approach
At the same time as the World Bank published the 1987 Agenda for Reform, a
different response to the economic crisis was mapped out with the adoption of the
Bamako Initiative at the WHO Regional Committee for Africa in Mali (UNICEF,
1990a; UNICEF, 1990b). Supported mainly by UNICEF, the Initiative was based on the
principles of community health financing. At the same time, UNICEF published
Adjustment With a Human Face (Cornia et aI., 1987). Both responses identified the
users of health services as a new source of finance for health care delivery, and both
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attracted severe criticism. For the World Bank user charges were to be levied for most
services, especially curative care, and across all levels of the health system with the aim
of raising significant revenues. The UNICEF proposal was limited to raising
community financial support for primary health care services alone. A key informant
interviewed for this research summarised the different approaches as follows:
... commonly UNICEF will look at the social sector and ... often overlook the economic
implications of its programs and policies. The World Bank then challenges [UNICEF] to consider
the economic side ... On its part, the World Bank commonly is not as familiar with the social
sector and looks mainly at the financial figures, and UNICEF will argue about this and eventually
the Bank will look at the social implications (Key Informant 104).
Experience with community health financing is widespread and predates the
health care reform process (Stinson, 1984; Abel-Smith and Dua, 1988; Creese, 1991).
The notion covers a wide range of activities based on community involvement in
defining and negotiating transactions regarding the supply and purchase of (normally
subsidised) health care services. In contrast to market principles, the efficiency of
community financing has to be judged in terms of the capacity of health facilities to
meet community health needs (Creese, 1991). The key issue in community health
financing therefore is not revenue raising but the affordability of health services to the
community.
The community approach to user financing of basic social services is intended to
bridge the gap between the demand for health services and limitations on supply, using
private sources of financing based on a development approach that stresses human
outcomes over adherence to market doctrine (Reddy & Vandemoortele, 1996). In this
view, a sense of 'ownership' by users and more accountability by providers is needed.
Neither the Bamako Initiative nor community financing are presented as cost recovery
programs but as broad-based approaches to primary health care delivery with
sustainable financing and the assured supply of essential drugs (UNICEF, 1995b). The
community-financing approach is described as a means of meeting the need for
'structural adjustment with a human face', not as a unique model but as a process of
community-focused health sector development (UNICEF et al., 1989; UNICEF, 1994).
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Evaluations of Bamako Initiative activities in various countries have found them to be
commonly successful (Diallo et aI., 1996; McPake et aI., 1992; UNICEF, 1992b).
From the beginning, the Bamako approach was promoted as a means for
achieving the goals of primary health care with universal accessibility within an
integrated health care framework (Hanson & McPake, 1993,:273; McPake et aI., 1992,:
3; Mosley & Jolly, 1987). There is evidence that successful application of the approach
appeared more likely within the context of a long-term primary health care program
(Diallo et aI., 1996). The community financing approach constitutes a broad-based
strategy with certain essential elements, including a strong government commitment to
health services, co-management of health facilities by the community, equity in access
to low-cost basic care and targeting of the poor, and improved quality of cost-effective
services (Cornia et aI., 1987; Hanson & McPake, 1993; Mosley & Jolly, 1987;
UNICEF, 1992a).
In the UNICEF perspective, health care reform could be understood, according to
one key informant (104), as the need to make health care delivery economically feasible
while at the same time giving full consideration both to preventive activities (which
may not constitute a market) and to the needs of those who cannot afford to pay for
health services. The approach recognises that the demand for health services may be
very elastic in relation to price increases, especially for the poor, that the community's
assumed willingness to pay for health services may not be matched by an equal ability
to pay, and that some 'merit goods' like health care could not be adequately provided
by the market (Reddy & Vandemoortele, 1996: 41). Using a variety of financing
mechanisms (including payment for drugs, fee for service, prepayment, and earmarked
taxation), the community approach reinforces public sector service delivery while
aiming to lower the costs of health care for households, and guaranteeing a minimum
package of health activities and medications, staffing, management and supervision
within a decentralised structure (Hanson & McPake, 1993; Reddy & Vandemoortele,
1996; UNICEF, 1992a).
The community financing approach assumes that long-term restructuring of the
health sector and some form of household financial support for public services is
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unavoidable under conditions of economic crisis and austerity - like those that affected
health financing in Mali and most of Sub-Saharan Africa during the 1980s. Proponents
of the community approach dispute the World Bank argument that undergoing
economic structural adjustment is more beneficial to health and welfare than not doing
so (Cornia et aI., 1987; Costello et aI., 1994; Hanson & McPake, 1993; Mosley & Jolly,
1987; UNICEF, 1992b). But its supporters still prefer to view the community model as
a 'production' rather than a 'welfare' approach (Cornia et aI., 1987), that is, one that
relies on the activities of health workers and communities to meet the demand. From
this perspective, it is argued that community financing may be preferable to other
financing methods but that careful attention must be given to understanding the
community's socio-economic status (Carrin, 1988).
Evaluation of Bamako Initiative projects (Carrin, 1988; Cornia et aI., 1987;
Hanson & McPake, 1993; McPake et aI., 1992; Mosley & Jolly, 1987; Reddy &
Vandemoortele, 1996; UNICEF, 1992a; UNICEF, 1992b) indicates that, while in
absolute terms user charges of any sort are fraught with problems, community financing
is relatively less disadvantageous than other private financing methods. Equity has
relatively improved, despite significant cost recovery, where the quality of service tends
to be better, access to affordable services is improved, and coverage is expanded. In
many cases people have not been worse off financially. Given externalities and other
market failures associated with health care, price signals alone are less efficient than an
assessment of health needs in allocating health care resources to achieve universal
coverage and maintain social rights. In such circumstances, sharing costs with the
community is a second best alternative to universal coverage. The clear focus on
peripheral levels of service combined with local retention of revenues and attention to
capacity building assists in meeting the need for universal entitlement. The
effectiveness of the strategy, however, is dependent upon the provision of essential
drugs are at low cost.
Whatever the relative advantages of community financing, critics of the approach
emphasise the shortcomings of user charges of any sort. The response of the public
health community to the Bamako Initiative was at first highly critical, emphasising the
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initiative's narrow approach to drug-based financing, problems of equity and access,
the apparent lack of an integrated approach to health care, and doubts about
sustainability (Hanson & McPake, 1993; McPake et aI., 1992,:4). Bamako proponents
responded by claiming the approach was in fact a flexible and broad strategy. Doubt
has been expressed about evaluations of the Bamako Initiative regarding the effects of
user charges on household welfare, health service utilisation and on measures of
morbidity and mortality (Costello et aI., 1994). There is widespread agreement that the
case for user financing of basic social services has been overdrawn and that the
sustainability of basic health services requires, in reality, continued support from
donors (Hanson & McPake, 1993; Reddy & Vandemoortele, 1996).
2.4.4 Policy convergence
By the end of the 1990s certain areas of agreement between the social and the
market approaches were evident in the discussion of health care reform and a number
of generally accepted conclusions can be identified (Berman, 1995: 17; World Bank,
1997b):
• Health and health care reform have important externalities affecting social well-
being;
• The health sector includes not only government but also non-government
(including private) health care providers;
• The role of government needs to be changed from simply providing health
services towards financing and managing growth and change in the health sector;
• The use of both fiscal (fees, taxes, subsidies, incentives) and administrative
(regulation, licensing, quality control) mechanisms are required for the
management of the public and private health sectors;
• Specific reform strategies include strengthening public management capacity,
defining a package of assured interventions, decentralisation, new methods of
financing, and managing the role of private providers.
Despite approaching the problem from various angles, Berman (1995: 16)
believes the end result "...is still unsatisfying". Ultimately, Berman argues, a precise
definition is not essential: health care reform should be treated as a verb (that is a
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process) and not as a noun (a well-defined object). Treated as a verb, the correct
expression would be 'to reform health care'. There is value in this approach, which
treats health care reform exclusively as a means for improving health services and
describes what ideally should be the case. The end result is to define health care reform
as simply synonymous with traditional health policy and planning. As a noun, 'reform'
(with the adjective health care) implies that something particular and identifiable is
taking place in the process of making changes to health service delivery. This
understanding implies there is no reason to lay open the specific changes which have
occurred in health services based on market philosophy. Such a proposition stretches
credibility.
Berman (1995: 14) suggests a way out of this dilemma, without fully developing
the idea. In his view, reform should be based on a holistic view of the health sector
reflecting organised efforts to treat and prevent disease, and it should be a process with
certain recognizable characteristics, including a focus on fundamental change in what is
done, how it is done and who does it that is well-conceived and endures. By placing
health care reform in the context of international interest in sustainable development,
this view suggests a more dynamic character to health care reform and extends the
definition beyond the normative framework. A more coherent approach to reform,
based on a more sophisticated understanding of the context in which reforms are being
implemented and the sources of ideas and experiences on which reform programs can
draw, is therefore required (Cassels, 1995). Closer investigation of successful models of
health care delivery that are based on a well-defined program of social development
would assist this process. From this point of view, definitions that divorce the technical
aspects of health service management and delivery from their social context could be
counter-productive.
For the purposes of this thesis, health care reform is understood (following
Chernichovsky, 1995) as a strategic issue of health policy and planning which, to be
identifiable, must contain certain unique or distinguishing characteristics. To
understand the notion of health care reform distinct from but, within its macro-
economic context, requires a synthetic definition that is materialist, dynamic and
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evolutionary - in a word, dialectical - and that addresses the question of change not
with a descriptive list but by posing the question: change from what, to what, and why?
The definition of health care reform therefore needs to be distinguished by the notions
of time, place and the circumstances of its introduction. In this way a systemic
definition can be built up that treats health care reform as a dynamic part of a changing
global situation. The relationship between health care and global economic changes
may be positive or negative but must be understood if progress is to be made in
developing health systems that meet population needs. Changes taking place in the
health sector in the Asian region have a particular bearing on -thesituation in
Cambodia. Both the regional situation and Cambodia's political economy, which will
be considered in the next chapter, help form the context of its health policies.
2.5 Health care reform in Asia
There are both similarities and differences in health care reform in the countries
of Asia, which have changed dramatically in the last three decades. Western and
traditional cultures overlap in the history of health and health care in the region. Owen
(1987b) argues that the 'demographic equilibrium' which prevailed in Southeast Asia
prior to the eighteenth century later gave way to a population transition that preceded
similar European developments. While a net decline in mortality is the most likely
explanation for the popUlation explosion of the nineteenth and twentieth centuries
(partly due to the control of epidemics, partly perhaps to improved sanitation), levels of
background morbidity remained extremely high, due mostly to low living standards and
low levels of nutrition. The effect of colonialism was to keep most Southeast Asians
"...at a level [of living] just high enough to permit survival, reproduction and a
modicum of productive labour" (see also Manderson, 1996; Owen, 1987b: 15). The
diseases that still afflict most Southeast Asians today - tuberculosis, helminthic
diseases, and infantile diarrhoea - are associated with or are exacerbated by poverty and
malnutrition.
According to a recent ADB report (ADBa, 1998), the last 35 years have witnessed
a dramatic improvement in the health conditions in the Asia and Pacific region
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(measured by indicators including child mortality rates, life expectancy, and fertility). It
has been shown that half of the improvement in health in the region has been due to
increased access to health services, and half to socio-economic development. Yet the
region is still home to more than 75% of the malnourished children in the world, and in
1990 communicable diseases accounted for 50% of the regional burden of disease.
Recent changes in health delivery and funding mean that the largest source of health
care financing in the region now comes from household spending. At 2-7% of GDP,
with 20-50% of total expenditures funded by government budget, health spending is
low across the region - compared to 8% of GDP in the OECD, with 75% funded by the
government (ADB, undated; Newbrander, 1997; World Bank, 1993). Table 2.4
summarises expenditure data for the region.
Table 2.4 National health expenditure for selected countries, 1991
Country GDPper Total health Total health % total expo
capita expo per expo as from public
US$ cap. % ofGDP sources
US$
Cambodia a 260 25 9.6 22.0
LaoPDR 220 5 2.5 40.0
Bangladesh 220 7 3.2 43.8
Vietnam n.a. n.a. n.a. 50.8
India 310 21 6.0 21.7
Pakistan 420 12 3.4 52.9
ChinaPRC 450 11 3.5 60.0
Sri Lanka 540 18 3.7 48.6
Indonesia 670 12 2.0 35.0
Philippines 770 14 2.0 50.0
Thailand 1840 73 5.0 22.0
Malaysia 2790 67 3.0 43.3
Korea, Republic 6790 377 6.6 40.9
Taiwan 9750 405 4.6 52.2
Singapore 15730 219 1.9 57.9
Notes: a. FIgures for CambodIan are estImates, are not dIrectly comparable, and should be treated with caution.
Source: ADB (undated); World Bank (1993)
The Asian region is very diverse, with countries at all points on the economic and
political spectrum undertaking health sector reform. The region includes the so-called
Newly Industrialised Economies (NIE), formerly socialist countries in transition, the
poorer nations of Indochina, the countries of the Indian sub-continent and China:
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• Strong economic growth within the NIE (South Korea, Taiwan, Singapore,
Malaysia, Thailand) has been attributed to their superior accumulation of
physical and human capital. Many of these countries have experienced their
own epidemiological and demographic transition. While these economies have
generally adopted a conservative approach to fiscal matters they have typically
allocated 30-40% of budget to education, health and other social services,
compared with 20% in most OECD countries (ADB, undated: 5). Whether there
is an exemplary 'East-Asian model' of health care reform is far less certain
(Phua, 1995). Through the activities of private companies like Parkway
Holdings, Raffles Medical Group, Medi-Projects, Kumpulan Perubatan Johor,
Tongkah Holdings, private services have become a US$150 billion regional
industry expected to grow by 70% in the years between 1997 and 2002, with
medical costs soaring at 15% a year. "But do the poor benefit from the raft of
glitzy private hospitals springing up around Asia?" (Catford et aI., 1997; Hiebert
& Sarkar, 1997; Mills, 1991; Nittayaramphong & Tangcharoensathien, 1994;
Pannarunothai & Mills, 1997; Tangcharoensathien et aI., 1999).
• In the nine transition countries (China, Vietnam, Cambodia, Lao PDR,
Mongolia, Myanmar, Kazakstan, Kyrgyz, Uzbekistan) a decline in both the
proportion of GDP being spent on health care and in the health budget is
common, despite rising income levels. According to Ensor (1996), many of
these countries previously had good health infrastructure and provided free or
low cost education and health services to a large proportion of the population
with an emphasis on equity in access. Social indicators were generally good
(except in Cambodia and Laos). Subsequently, there has often been a decline in
health status and a rise in the charging of under the table payments and user
fees. While in China and Vietnam reforms have been carefully sequenced, state
funding for health care has been more or less withdrawn from the rural sector in
Vietnam, and China has experienced the most widespread introduction of fee-
for-service payments and the 'creeping privatisation'of health facilities (see
Guldner, 1995; Jowett & Thonpson, 1999; Smithson, 1993; World Bank,
1995d). The growth of the private sector has been associated with cost
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escalation in Vietnam and Kazakstan. The Lao PDR has attempted the
regulation of burgeoning private pharmacies (Stenson et aI., 1997). In all
countries there has been an apparent reduction in equity .
• A great deal has been written on the situation in China, where the former state
health system has almost collapsed as a result of economic transition (Bloom &
Xingyuan, 1997; Hsiao, 1995b; Liu, 1998; Lok, 1995). Regional disparities in
the Government Insurance Scheme (GIS) for government employees have
increased due to the preferential treatment of coastal economic zones;
inadequate risk pooling within the Labour Insurance Scheme (LIS) scheme for
industrial workers has forced changes; and the Cooperative Medical Scheme
(CMS) scheme, which provided almost universal coverage for rural
cooperatives, collapsed quickly after 1980 when the cooperatives were
disbanded (Chen et aI., 1993; Ensor, ; Liu et aI., 1995).
• Health sector reform in India has provided an example of the shortcomings of
World Bank policy (Banerji, 1994; World Bank, 1999a). Total health spending
in India is only 1.5% of GDP and public health spending is even lower (Table
2.4). While the World Bank has attempted to make the state health care system
more effective and efficient, health officials see a continuing role for private
sector and for user fees (which appear to be the only sustainable source of
funding - Abbasi, 1999a; see also Bhat, 1993). Closer regulation of the private
sector is necessary (Bhat, 1996). In Pakistan, where only 20% of population use
government health service, there is chronic under-investment in health care and
the private sector is therefore lucrative for health care providers. Bangladesh
provides an example of the so-called sector-wide approach of coordinated donor
funding (SWAP, see Cassels, 1997) through a five-year health program based on
poverty alleviation and improved maternal and child health services. The reform
program seeks to increase the provision of cost effective services in the public
sector and introduce some cost recovery. Outcome measures are, however,
financial rather than health oriented, and sustainability is not guaranteed
(Abbasi, 1999a; Stanton & Clements, 1989; Thomas et al., 1998).
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Consequently, "South Asia exemplifies the difficulty in making the bank's
prescriptions for the health sector work" (Abbasi, 1999a: 1135).
The ADB has provided assistance to the health and population sector since 1978,
though at 1.4% of total lending its commitment is limited, and no upward trend in bank
lending for health has been evident. A 1998 policy paper (ADBa, 1998) summarises the
bank's health activities. Since 1986, the bank has promoted a PHC strategy, and after
1991 (ADB, 1991) directed 66% of its health lending to projects that alleviate the
burden of disease of the poor (especially by increasing access.to health centre services).
Even so, health centres remain under-financed.
There are different elements to the ADB's approach. Like the World Bank, the
ADB argues that it must be shown that government intervention is warranted and there
needs to be justification for believing that market forces will not achieve good health
outcomes. Among such justifications the bank includes externalities, imperfect
competition, risk pooling, economies of scale, and achieving equity. Within this
framework, the public sector should focus its limited resources on providing preventive
and promotive health care for low income individuals. At the same time, conditions of
poverty and the demands of cost-effectiveness mean that a continued bias towards PHC
is required.
The bank believes that among the NIE nations the main challenge is to sustain
past achievements. ill the middle income group of countries (including China), the
main task is to improve the quality of services. The main concern on the illdian sub-
continent is to increase coverage and quality of the health care delivery system. And in
the poorest countries, help is need to establish basic national health care delivery
systems (ADB, 1991: 67-68). According to the 1998 policy paper (ADB, 1998a), there
is generally a problem of under-investment in the health sector and the level of public
financing is insufficient to address major problems and improve health. Governments,
therefore need to generate additional funds. The initial optimism for cost recovery has
been, however, unfounded. User charges are inequitable and stimulate increases in
private sector prices. A cautious approach to cost recovery is therefore needed.
Moreover, private expenditure mechanisms are difficult to regulate, are often
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administratively complex, produce waste and fraud, reduce the benefits of risk pooling
and cross subsidisation, and reduce social solidarity.
The ADB gave increasing attention to health care financing beginning with a
1987 regional seminar, and gave more attention to in private health activities following
a 1994 conference on the private sector (Newbrander, 1997: 5). The bank argues that a
growing awareness both of the role played by the private sector in service delivery and
financing implies the need for a shift in operational priorities within the public health
sector. Newbrander (1997) observes that all countries in the region are committed to
public-private sector pluralism, that the growing private sector has been filling the gaps
left by the public sector, and that the government share of health expenditure will
probably continue to decline, especially in countries with slower economic growth. It is
likely, however, that a pattern based on the decentralisation of government funding to
health facilities, increasing application of user fees and health insurance, inadequate
regulations, and the perceived poor quality of care at public facilities could raise further
barriers to the poor.
Whatever gains had been made previously, the health sector in Asia took a
battering as a result of the 1997 financial crisis (Knowles et aI., 1999). Public health
budgets have declined in real terms in all countries except Malaysia, and household
spending on health care has declined sharply in some cases. As a result of the crisis, the
utilisation of public health services increased in all countries except Indonesia in
response to the higher health costs associated with private sector services. The product
has been an increase in health concerns (such as an observable rise in anemia among
pregnant women). In Asia as elsewhere there is therefore a need constantly to re-
evaluate health policy.
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2.6 Theory, evidence, evaluation
This analysis of contemporary health care issues shows that the question of health
care refonn goes beyond the realm of simply selecting between policies that may be
deemed more or less appropriate for achieving better health outcomes in various
developing countries. What has become known as health care refonn in fact has roots
that run deeper, into the social and political circumstances confronting the developing
world. Their colonial history, their struggle for independence, and the effects of the
global economic crisis all bear down on the conditions of health and health care in
these countries. The first point, therefore, is that understanding the context of health
care refonns is essential to making the most efficacious decisions.
Secondly, it has been shown that treating health care as a commodity is fraught
with problems. Interpreting health care only as an economic category inevitably leads to
serious inequalities in the distribution of health services. The reasons for this may not
be simply understood but has been known for some time. Recent experience underlines
the point that, as a system of distribution, the market is itself theoretically and
practically flawed. It is therefore necessary to return to the understanding that health
care is an important means for social re-distribution, and that equity in health care
delivery contributes towards achieving better health outcomes.
A third conclusion is that the shortcomings of health care refonn policy have in
practice led to the emergence of differing approaches to refonn, based on market,
public health, and community participation principles. These models now provide a
range of options from which refonn policies can be selected. Central to all approaches,
however, is the more and more widely accepted principle that government has a crucial
role to play in the health sector. Government is essential for planning and coordination,
for the regulation of service delivery, for a large part of health financing (especially on
grounds of equity), and in many cases (especially in poorer countries) for the delivery
of health services.
The concept of health care refonn has been difficult to define precisely because it
transgresses a wide range of political and social concerns. Defined simply as the
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introduction of market mechanisms into the health sector, health care reform provides
an easy target for criticism. Defined as a means for improving health care delivery, the
concept becomes so broad it begins to lose its meaning. Definitions of health care
reform must therefore be grounded in concrete circumstances. The next chapter
discusses the conditions in which health care reform has emerged in Cambodia. To
move beyond a pragmatic evaluation, however, some theoretical guidelines are useful.
Given the broad discussion about the experience with market-based initiatives, three
propositions about the process of health care reform policy-making seem justified:
• Firstly, that policy prescriptions need to be based on sound and appropriate
theoretical foundations;
• Secondly, that the likely success of reform policies would be considerably
improved if they were based on solid evidence about the health service situation
in particular developing countries rather than on assumptions about global
economic conditions.
• And thirdly, that a complete evaluation (both for policy advisors and for the
implementing countries) of the experience with each of the different policy
prescriptions tested is the necessary foundation on which new policies ought to
be introduced.
Cambodia is a poor country with extremely limited health care resources and an
inordinate burden of disease. It is useful to consider to what extent these theoretical
principles have been observed in the process of health care reform that has emerged
there. Following the analysis of Cambodia's political economy, this will be the subject
of the chapters in part two of this thesis.
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Chapter 3
The Political Economy of Cambodia
Fate has allotted to the states of Indochina
a tragically unenviable role in the geo-political order of things.
Wilfred Burchett, 1970
The main points in this chapter are:
• Understanding the social, economic and political context within which health
policy is made is critical to making a judgement about what sorts of policies
are likely to be most effective.
• Cambodia is a very poor country carrying a legacy of destruction and
instability that still even today bears down on social conditions and the policy
environment. Little change can be expected until this legacy is resolved. The
most pertinent effect is on people's lives and well being.
• Economic and political transition began in Cambodia in the 1980s and
accelerated after the 1993 national election. In an environment of free-market
economics and structural adjustment, the social sectors including health care
have not received the attention they need.
• Health care requires new consideration in a macro-economic environment
characterised by budget and trade deficits, dependency on foreign funds,
inflationary pressures and expanding trade.
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3.1 Political and social context
The prophetic words of Australian journalist Wilfred Burchett almost thirty years
ago (cited above, 1970: 9) were nowhere more completely confirmed than in Cambodia
during the following two decades. A small country often marginalised from the region's
main developments, Cambodia has repeatedly been the victim of geo-political
circumstances beyond its own control. In the wake of French colonial rule, Cambodia
was embroiled in the US-led second Indochina war, became a casualty of the Cold War
and of continued US antipathy to Vietnam, and was a pawn in the problematic relations
between Vietnam, China, the former Soviet Union, and the United States (Chanda,
1986; Evans & Rowley, 1984). The total cost to Cambodia of decades of conflict and
instability has never been calculated, but by 1979 the country was literally in complete
ruin (see Albin & Hood, 1990; Chan et aI., 1999; Kiljunen, 1984; Lanjouw et aI., 1997;
UNDP, 1997). Since the 1950s, Cambodia has experienced repeated civil war, massive
damage from US bombing, the complete destruction of social and economic
infrastructure under the Khmer Rouge regime, liberation and subsequent occupation by
the Vietnamese army, a decade-long Western economic blockade, and ongoing guerrilla
warfare.
Cambodia has a population of 11.4 million according to the 1998 census with a
land area of 181,000 square kilometers (Map 3.1). Traditionally, Cambodia had a rich
agricultural economy; abundant land and water resources and a small population had
for centuries provided an easy subsistence for most Cambodians (Steinberg, 1959: 24).
Only recently have the pressures of population density and the declining availability of
arable land become constraints on economic development, which has been very limited
(Chan et aI., 1999: 47). Key social and health indicators for Cambodia with related
national income categories are presented in Table 3.1; a more detailed analysis of
morbidity and mortality is presented in Chapter 5. In brief, more than 90% of the
population are Buddhist and speak Khmer; more than 80% live in the countryside,
engaged primarily in subsistence rice farming. At 1.8 tons per hectare (United Nations,
1998), rice yields are among the lowest in the world (c.f. Indonesia 4.3 - World Bank,
1996b: 33) ,and nearly all farming families suffer a food deficit of up to four months a
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year even under the best conditions (Taylor, 1994). Annual per capita income is
approximately US$261. At 54.4 years, life expectancy is well below the average of 63
years for the region of Southeast Asia and Oceania as a whole. At 115 per thousand live
births, infant mortality is twice the regional average. Maternal mortality is
extraordinarily high and may have been as much as 900 per 100,000 live births in the
last decade (UNICEF, 1990c: 45). Access to safe drinking water is estimated at only
23% in rural areas (Ministry of Planning, 999).
Table 3.1 Socio-economic indicators for Cambodia and selected countries by national income (for
1998 or most recent year)
Indicator Cambodia Low Middle High World
income income income
Population m. 11.4 2048 2855 926
Population density/s.km. 59 65 40 30
Population growth % p.a. 2.4 2.1 1.3 0.7
% population rural 83 72 51 22
Per capita GNP in US$ 300 350 1890 25700
% pop. below the poverty line 39 .. .. ..
Life expectancy in yrs 54 58 66 74
Adult literacy % 66 63 81 ..
Infant mortality/OOOl.b. 115 80 35 6
Maternal mortality/100,000 l.b. 500 "766 "210 ..
% workforce in agriculture 78 "66 "64 ..
Access to safe water in % pop. 31 71 84 ..
Notes: a. measured by UNDP Human Development Index for low and medIUmHDI ranking; .. not available.
Source: Ministry of Planning (1996b; 1998a); United Nations (1998); World Bank (1999); UNDP (1998)
By comparison, the proportion of population below the poverty line is:
5829
44
1.5
54
5130
..
65
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54
..
..
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Bangladesh 35.6%, Indonesia 15.1%, Philippines 54.0%, Thailand 13.1% (World
Bank, 1999b). In Cambodia, a persistently high level of poverty, the transition to a
market economy, and political instability all combine to make conditions for improving
health services difficult (Annear, 1997b). The purpose of this chapter is to describe the
socio-economic context within which health development and health reform take place
in Cambodia. The chapter first outlines the main periods of economic development and
compares current strategies with past experiences, it considers the economic and
political conditions in which decisions about health care are made, and it looks at the
nature of the social and political transition taking place. In making this analysis, it
should be noted that consistent quantitative data on Cambodia has generally been
scarce, at least until the 1990s. Therefore the analysis of developments prior to 1989 is
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often limited to circumstantial evidence and to descriptive accounts. Published statistics
have been used where ever possible, but caution is warranted because Cambodian
statistics are not reliable and in some cases are simply not available. More recently, the
low level of socio-economic development in Cambodia has been outlined in a number
of reports (Ministry of Planning, 1995b; 1996a; 1997a; 1997b; 1998b; 1999; Prescott &
Pradhan, 1997; SIDA, undated; United Nations, 1998; World Bank, 1996c).
3.2 Periods and models of development
Cambodian society existed for a millennium before its modem history began with
French occupation in the mid-nineteenth century (for a chronology of Cambodia, see
Appendix C). From the founding of Angkor Wat - the massive Buddhist temple and
former capital that symbolises Khmer culture - in 802 until it was politically abandoned
in 1432, the Khmer empire was the pre-eminent civilisation in the greater Mekong
region. The reach of the empire is illustrated in Map 3.2 (see Chandler, 1992; Chou,
1992). The kingdom subsequently suffered severe decline (see Chandler, 1992).
Since the French colonial period, which lasted from 1863 to 1954 (see Osborne,
1969; Tully, 1996), Cambodia has endured six radically different periods of
governance, each with its own internal administration, power relationships, social order
and external dependence (Annear. 1996). From independence. the reign of King
Norodom Sihanouk lasted until 1970, when the monarch was deposed by General Lon
Nol, who held power until overthrown by the Khmer Rouge in 1975. From 1980, when
Vietnamese troops took control, the Peoples Republic of Kampuchea (PRK) and then
the State of Cambodia (SOC) government held power until the 1991 political settlement
that paved the way for UN-sponsored elections in 1993. The elections installed the
coalition Royal Government of Cambodia (RGC). (Figure 3.1 illustrates the evolution
of Cambodia's political system since independence.)
Map 3.2 Extent of the Angkorian Empire
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Figure 3.1 The evolution of Cambodian politics since independence.
1954-70 1970-75 1975-78 1979-89 1990-93
KINGDOM OF KHMER DEMOCRATIC PEOPLES STATE OF
CAMBODIA REPUBLIC KAMPUCHEA REPUB.OF CAMBODIA
Norodom Gen. Lon No!: Pol PotlKhmer KAMPUCHEA Continues
Sihakouk: r- Supported by US, I - Rouge: brutal
-
UnderPRPK PRK
deposed by corrupt regime, agrarian Semi-social leadership,
Lon Nol coup, massive US fanaticism ended regime PRPK
and aligns with secret bombing by Vietnamesel headed by becomes
Khmer Rouge KFUNS invasion Heng Samrin CPP
-
I I I
.1r·····················································"'1Civil war 1................................1
1970-91
1982-91 I
Coalition Government of
I 1991-93Democratic Kampuchea SUPREME NATION AL COUNCILAnti-PRK coalition supported by Interim council offour parties pending
China, US, Thailand UN elections
I
1993
UNTAC
UN-sponsored elections
I
1993-
KINGDOM OFCAMBODIA
Royal Govemment of Cambodia
Constitutional monarchy, coalition
government of three main parties,
Source: Annear (1996) continued after 1998 elections.
3.2.1 French rule 1863-1954
According to Hall (1981), tight control was exercised by the French in Indochina.!
For France, Cambodia was largely a backwater, a buffer between its prized colony in
Vietnam and the encroachment of the English from the west, through Burma and
Thailand. Very little was achieved under colonial rule, apart from bolstering the rule of
the monarchy. Chandler (1992: 166) writes that "In Cambodia, the French chose
! Hall (1981: 826-827) argues that the "French policy was rigidly protectionist. In French eyes the
function of a colony was to supply the mother country with raw materials and products which did not
compete with her own. The economy of French Indo-China therefore came to depend almost completely
on the interests of France ... Ifnative industries survived, it was largely because the majority of the people
were too poor to buy French imported goods". An Act of 1892 established free trade between France and
Indochina but at the same time imposed equivalent tariff barriers between both countries and the rest of the
world.
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to work through the institutions of the monarchy, whereas those who opposed them
became ... increasingly anti-monarchic, setting the stage for factions that have endured
in Cambodian politics ever since".
While it has not gone unchallenged, Khieu Samphan's account (1959) of the
French impact on the economy is informative, as is the interpretation by Summers
(1979).2 In the Cambodian countryside, the availability of cheap French imports halted
the increasing division of labour between agriculture and handicraft production.
Meanwhile, landlords and royal officials, the principal consumers of French imports,
took more output from the peasantry for export, using practices that amounted to theft,
and hoarded the proceeds (Summers, 1979: 3-4). Such industrial growth as did occur
from foreign investment acted to deepen the problem, as it mostly occurred in areas that
simply facilitated the foreign trade economy. This divorce between economic sectors
meant, in Khieu Samphan's judgement, that the national economy could not cohere
except by mediation of the international market (Summers, 1979: 4).
So obvious did it become after World War Two that the Cambodian monarchy
had been used by French rulers as a protective screen that for the first time ever the
King's legitimacy in the minds of the Cambodian people was open to question (Thion,
1993: 78-79, 122-124). The emergence of the Democratic Party in Assembly elections
in 1947 and 1951 reflected the strong desire for independence and set the stage for a
clash between the Cambodian urban elite on one side and the monarchy in alliance with
2 Khieu Samphan identified French colonial policy as the cause of Cambodia's underdevelopment.
Until 1954, almost all foreign investment in Cambodia was French - of which 56 per cent was in rubber
plantations, 24 per cent was in water, electricity, tobacco, distilleries and breweries, (i.e. items of luxury
consumption), and 20 per cent was in commercial enterprises, transport, banking and housing (Le.
associated with the import-export trade). In 1955, US firms bought out French interests in some of the
most important import-export and transportation sectors and luxury consumption. In 1957, major
investments in the import-export sector, in pharmaceuticals and in vehicle assembly were French and
American. However, Samphan's thesis was not necessarily the "cornerstone" of the policy adopted by
Democratic Kampuchea (Ross, 1990: 39), which could be accurately de&cribedas "agro-barbarism" (see
Randall & Theobald, 1985: 196). Twining (1989: 112, 114) confirms that Khieu Samphan never
suggested the complete kind of autarky the KR adopted, though he says Khieu Samphan's economic
views had obvious relevance for DK policies. See Header (1991) for further comment on Khieu
Samphan.
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the French on the other. 3 In 1941, France's Governor-General Decoux had favoured the
young Prince Sihanouk, who was expected to be a pliable instrument for French
policies and was chosen ahead of more likely rivals for the throne (Chandler, 1991:
200). The French again intervened to re-install Sihanouk through the pro-monarchist
coup of June 1952 and January 1953, which deposed the popularly elected Democrat
administration. According to Chandler (1991: 65), ''The coup nipped the prospect of
pluralism in Cambodia in the bud and marked a major turning point in the kingdom's
political history".
3.2.2 Constitutional Monarchy 1954-1970
It was France's defeat in World War Two and the ascendancy of Japan in Asia
that set the stage for independence. On 9 November 1953, the French officially
transferred power to King Norodom Sihanouk while retaining military control until the
Geneva Accords in July 1954 (see Kiernan, 1985: 132). Sihanouk, in fact, "had no
program for governing Cambodia - no foreign policy, no priorities, no economic plans"
(Chandler, 1991: 72), and it was only after independence that he set about creating the
political institutions necessary for monarchist rule without the French.
These institutions took two main forms: a political movement, the Sangkum
Reastr Niyum (People's Socialist Community); and non-alignment in foreign policy (see
Sihanouk & Burchett, 1973: 46). The Sangkum was presented as a means for unifying
the different political currents, but in reality it was a vehicle for crushing the republican
Democratic Party. A form of 'one-party rule' was consequently instituted from national
elections in 1955, when the Sangkum captured all seats in the National Assembly,
while patronage and corruption prevailed (Martin, 1994: 63, 86). For Sihanouk, the
policy of non-alignment was dictated by necessity as well as personal choice (Osborne,
3 When the Japanese installed the Democrats' Son Ngoc Thanh as prime minister in 1945, this initial
granting of Cambodian independence "may have been, for the traditional elite, the most traumatic
moment of the whole War period, since it meant the emergence into lea<;tershipof their most dangerous
local opponent" (Vickery, 1982: 91). In 1946 elections for a Constituent Assembly the Democrats won
50 of 67 seats. In 1947 National Assembly elections the Democrats won 54 of 75 seats. In 1951 the
Democrats again won 55 of 75 seats despite intimidation. In 1955 elections, however, Sihanouk's party
won all seats.
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1994; Sardesai, 1989: 275).4 Sihanouk was beholden to the French, fearful of
increasing US influence following the 1954 Geneva Accords, mindful of China's
importance in the region, and increasingly convinced of a Vietnamese victory against
the United States.
While in the 1950s Cambodia was underdeveloped, it was not a desperate nation.
According to Steinberg (1959: 239-240), the average peasant lived at least without
hardship or despair and staples were plentiful. Even so, socially, politically and
culturally, the distance between the ruling elite and the Cambodian peasantry was wide.
Despite increasing difficulties in the 1960s - including a deteriorating economy and
mounting dissatisfaction with the Sihanouk regime (Summers, 1986) - Cambodian
villagers typically thought of it as "a golden age when people had 'enough' for survival
and had peace" (Ebihara, 1993: 150). However, problems were evident. While the gross
national product grew an average 5% a year in real terms, the rate of growth declined
over the period and was slower in the 1960s than it had been in the 1950s
(Prud'homme, 1969: 230). Ross (1990: 147-148) claims "the government [mistakenly]
assigned higher priority to social improvements, such as health and education, than it
did to national economic growth", but the real problems ran deeper.
With a posture of neutrality, Sihanouk periodically shifted alliances between the
Western and socialist blocs. Until 1963, the United States was the main source of
development and military aid (Ross, 1990).5 But such assistance was dependent on
4 Osborne (1994: 96) argues Sihanouk's commitment to independence and neutralism was also an
intensely personal one. Affronted by the imperious behaviour of John Foster Dulles and US Ambassador
McClintock, cautioned by the French against submitting to US pressure, flattered by Nehru and other
non-aligned leaders including Sukarno, worried by the Philippines' subservience to the US, feted by Zhou
En Lai, Sihanouk probably felt he had little choice.
5 Ross (1990) puts the figure at US$350m. between 1955 and 1962. Between 1955 and 1957,66% of
US support went to military aid. Of the remaining technical aid, infrastructure absorbed 56%; 79% of
commercialized aid was for import credits mostly in support of the military aid. Of total imports, 30%
were raw materials, and 70% durable consumer goods (automobiles) and capital goods. Imports
displaced local production in textiles, sugar. Altogether, imports from the US plus US goods from Hong
Kong, Singapore, etc., and from Japan constituted 52.9% of Cambodia's imports. French imports, which
made up about 60% of the total prior to 1954, constituted only 20%
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support for US policy in Indochina (ADB, Prud'homme, 1969: 230; Sihanouk &
Burchett, 1973: 133-136). Terminating relations with the US, Sihanouk moved to a
psuedo-socialist model and sought assistance from the USSR and China. Trade and
industry (embryonic as it was) were nationalised. According to Summers (1979: 13-14,
31), by 1962 the Cambodian economy might already have been too impoverished to
reform. Figure 3.2 illustrates the economic trends in which National Bank deposits were
used to finance the increasing trade deficit while, after a brief upturn, rice production
and export fell again from 1964. With the escalation of the US war in Vietnam,
agricultural production stagnated, the fiscal deficit widened, inflation rose and
repression, corruption, and profiteering all worsened . In 1968 the economy failed to
expand at all (Chandler, 1991: 184).
Figure 3.2 Cambodian economic indicators, 1955-1966.
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Despite restoring relations with the United States in 1968, Sihanouk was removed
from power in 1970 by the US-supported Lon Nol coup (Corefield, 1994: 34; Kiernan,
1985: 205). Various writers see this as a belated attempt to set Cambodia - for better or
for worse - on a new path of modem capitalist (rather than monachist) development
(Corefield, 1994: Martin, 1994: Osborne, 1994: 215; Thion, 1993: 80;
Vickery, 1982: 108). The attempt, however, was condemned to failure by the 1970-75
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civil war and the impact of the US intervention in Vietnam. The urban elite had been
alienated by Sihanouk's monopoly on political power and economic relations and, no
longer prepared to accept the status quo, gave its support to the chauvinist, anti-
communist Lon Nol group. Corefield (1994) provides a comprehensive account of the
events of the Republican period, which tested the model of militarism combined with
total dependence on the US.
Chandler (1991: 180) observes that, "In the years just before the coup,
Cambodia's economy was suffering from the same [economic and structural] problems
that affected many developing nations". Rather than relieving the problems, the Lon
Nol program of economic liberalisation and military repression plunged the country
deeper into crisis. Kannan (1997) argues that this period could be reckoned as the
beginning of the long-term collapse of the Cambodian economy. State control of trade
through SONEXIM (established in 1964) was relaxed, banks and industries were
denationalized, and private foreign investment and greater private participation in the
economy were encouraged (Ross, 1990: 150). In 1971 a comprehensive stabilization
program was prepared, involving increased import taxes, increased interest rates,
elimination of credit to state enterprises and public utilities, and introduction of a
flexible exchange rate system. To restore monetary stability in the face of financial
speculation and black marketing, an Economic Support Fund was established by the
UN, US, UK, Japan, New Zealand, Thailand, and Malaysia, complemented by the
greater involvement of the World Bank, the IMF, and the ADB (Corefield, 1994: 162-
163; Ross, 1990: 150-151).
Corruption continued to dominate the Republican regime. By 1975 the economy
had collapsed. Budget and trade deficits escalated. Production and export of virtually
all commodities dropped sharply due to the war. Rice production fell to a quarter of its
1970 level (Table 3.2), and the country was surviving mainly on imported food
financed by the US government. Increasingly, the population fled to Phnom Penh,
which reached 2 million in 1975 (from 50,000 in 1955), and food shortages rose as
insurgents interrupted transportation. Surviving only on US assistance - which by 1974
exceeded Cambodia's total 1969 budget (see Chandler, 1991: 234; Corefield, 1994:
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regime was bankrupted when US support dried up in 1975. Facing dwindling public
support and a growing insurgency, the regime could not survive.
Table 3.2 Output of main agricultural products 1968-9 to 1974-5 ('OOOsoftonnes).
Main crops 1968-69 1969-70 1970-71 1971-72 1972-73 1974-75
Rice 2503 3814 2732 2138 953 762
Rubber 51 52 13 1 15 12
Maize 117 137 121 80 73 -
Source: LanJouw et al. (1997: 13)
3.2.4 Democratic Kampuchea 1975-79
From the time of his removal in 1970, Sihanouk used his widespread support in
the countryside to mobilise against the Republican regime. His repression ofleftists in
the 1960s had already acted to broaden the base of the Khmer Rouge insurgents. By
subsequently forming a coalition with the insurgents against Lon Nol after 1970 he
further strengthened their influence. The Republican regime had been discredited by its
open dependence on the US and South Vietnam and lost further support after 1972
when massive US bombing destroyed much of the countryside and killed an estimated
600,000 Cambodians (see Shawcross, 1984 for an account of Nixon's secret bombing of
Cambodia). The bombing drove the peasantry en masse into opposition. Sihanouk
called on the Cambodian peasantry to join with the Khmer Rouge and the North
Vietnamese and to rise up against Lon Nol under the banner of the National Front of
Kampuchea (FUNK). "From that day forward, he depended on the Khmer Rouge, who
exploited his popularity among the peasantry for propaganda purposes ..." ( Martin,
1994: 137; see also Evans & Rowley, 1984: 92). In conditions of chaos and war the Lon
Nol regime collapsed and the Khmer Rouge captured power.
In April 1975 the Khmer Rouge entered Phnom Penh. The horror of Democratic
Kampuchea (DK) - as it was misleadingly named - is told in innumerable texts
(Chandler, 1991; Chandler & Kiernan, 1983; Jackson, 1989a; Kiernan & Boua, 1982;
Martin, 1994; Stuart-Fox & Bunhaeng, 1986; Vickery, 1984). The most reliable figure
of 1.6 million deaths under the DK regime includes perhaps a hundred and fifty
thousand political executions (Kiernan, 1996). These executions took two forms. One
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was the attempt physically to eliminate the non-peasant classes. The other was the
purging of Communist Party of Kampuchea (CPK or 'Khmer Rouge') cadres thought to
be opposed to the leader, Pol Pot.
With a weak social base and little political legitimacy among the peasantry,
political execution became the main form of assuring the regime's continued existence
(Martin, 1994: 167; O'Kane, 1993: 744).6 Known as "Angkar Loeu" (the Organization
on High), the CPK divided the country into controllable and disconnected
administrative zones and ruled through a regime of terror (Map 3.3). Though it was
autocratic and highly centralized, the DK leadership never had complete control over
the Cambodian nation as a whole.1 As Carney (1989: 79) comments, the KR "seemed
deliberately to ignore the administrative and legal frameworks that make up most
states". The political ideology of the DK was xenophobic and racist (Chandler, 1991:
237-238), and its increasingly frequent cross-border attacks on Vietnam eventually
caused its own demise.
The DK period was an experiment in reactionary agricultural social leveling in
which the entire urban population was demoted to the lowest class of the new society.
The cities were emptied and the population ruthlessly transferred across the country
(Map 3.4). Hospitals and schools were destroyed. Teachers and doctors either fled, hid
or lost their lives. Money was abolished, and the country was to be self-sufficient in
agricultural and industrial production. The aim was rapidly to accumulate agricultural
surpluses in three-to-five years followed by rapid industrialization (see Chandler et aI.,
1988), but the delusive plan was never achieved. All property, including personal
6 According to one lowly KR cadre, "I agreed with the executions. If I hadn't, they'd have accused me
of complicity and arrested me. And those who made mistakes had to take responsibility for their errors.
Angkar [the DK government] judged them on a case-by-case basis. In my heart, I accepted all of this"
(Martin, 1994: 167).
7 "Ieng Sary admitted having only a 45% 'grasp' over the cooperatives and the purges were testimony
to the party's lack of control", (see O'Kane, 1993: 742). See also Thion, (Thion, 1993: 91): "It is safe to
say, I think, that at no time between 1975 and the end of 1978 were the central authorities close to having
complete control over the national economy, the state power system, the army, the Party, and possibly
even the State security office, S-21."
Map 3.3 Administrative divisions of Democratic Kampuchea.
Source: Map drawn by Margaret Pitt, see Kiernan (1993)
Map 3.4 Population transfers, April 1975
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property as well as the means of production, was collectivized. Using forced labour
through agricultural collectives as the main form of production, the program resembled
many of the traits of the ancient Asiatic Mode of Production evident in Angkorian
society.8
Measuring the economic performance of the Khmer Rouge regime is difficult
because national records were generally not kept. The most comprehensive description
of the DK economy is provided by Twining (1989). The Khmer Rouge attempt at social
leveling brought uncountable misery and the resulting devastation reduced much of the
population to starvation levels (see Ebihara, 1993: 158). Autarky, or 'independence-
mastery', was the keyword of the DK plan, which concentrated overwhelmingly on
setting portentous targets for rice production. 9 The means for achieving these targets
depended on the use of forced labour, much of which involved urban evacuees and the
agricultural techniques of the first millennium. However, paddy production, while up,
was much lower than expected in 1976-77 and thousands starved to death (Chandler,
1992: 124). Rice harvests were poor in 1975 and 1978, due to flooding. Rice
distribution remained uneven and the daily quota of 570 grams per person was never
achieved (Ross, 1990: 155). By 1979, the country was an economic wasteland.
According to Thion (1993: 171), "The greatest part of the human losses [of the DK
period] must be ascribed to the economic policy of the Communist Party of
Kampuchea". The DK experiment in social engineering had created an economic and
human disaster.
8 Angkor was the Cambodian society based on the famous Angkor Wat temple complex at the
beginning of the second millennium. See Vickery (1984: 269). Jackson correctly says it is superficial to
describe the Khmer Rouge as intent on returning to the pastoral simplicity of the Angkor era, but the
parallel between the creation of Angkor's agricultural wealth and the agricultural strategy of the KR is
close.,See also Jackson (1989b: 58).
9 The plan required the immediate production of 3 tons of rice per hectare when, in the 1970s,
Cambodia averaged a yield of 1 ton per hectare see Chandler (1992: 122; 1988: 37). Ross (1990: 151-
152) describes the adherence to the principle of self reliance. It must be remembered, however, that as a
result of the war Cambodia faced a food crisis in 1975 that required a national mobilization to avoid
starvation (Chandler, 1991: 249).
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3.2.5 Peoples Republic 1979-1989
In late 1978 Khmer Rouge dissidents and other non-Communist supporters exiled
in Vietnam established the Kampuchean National United Front for National Salvation
(KNUFNS). Provoked by ongoing cross-border attacks by DK forces, on December 25,
1978, the KNUFNS with 120,000 Vietnamese regular troops, invaded Cambodia to
oust the Pol Pot regime (Curtis, 1990: 16). By January 7 these forces had taken Phnom
Penh, while the Khmer Rouge fled to the mountainous region in the north-west along
the Thai border. Three days later the People's Republic of Kampuchea was established.
In 1981, elections were held for a 117 seat National Assembly, which adopted a new
Constitution along socialist lines.
Neither the West nor Prince Sihanouk accepted the legality of the Vietnamese
liberation of Cambodia, which was soon condemned by a UN Security Council
resolution, while China (a Khmer Rouge ally) launched its retaliatory invasion into
northern Vietnam in February 1979. Lodged in camps along the Thai border that by
1987 housed a refugee population of 261,687 (Lanjouw et aI., 1997: 23), three
previously opposed Cambodian political factions joined forces for a war against the
PRK. As the Party of Democratic Kampuchea (DK), the Khmer Rouge attempted to
redefine its image and renounce its communist past. Under the leadership of Son Sann
(once an official under Sihanouk), various armed groups were organised into the Khmer
People's National Liberation Front (KPNLF), which reflected the sentiments of the
former Republican regime. Led by his son, Prince Ranariddh, Sihanouk's supporters
formed the United National Front for the Independent, Neutral, Peaceful and Co-
operative Cambodia (Funcinpec). In June 1982 these three groups formed the so-called
Coalition Government of Democratic Kampuchea (CGDK), which gained UN
recognition.
The West provided materials and training for the CGDK and the Khmer Rouge in
their war against the PRK, while Vietnamese troops bore the brunt of the border
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hostilities (Haas, 1991; Pilger, 1992b; 1998)10Despite this support, there was
widespread resentment in Cambodia against the Vietnamese presence, although there
was an even greater fear of the return of the Khmer Rouge. The presence of Vietnamese
troops was also the pretext for a Western blockade of Cambodia and for denying the
PRK representation in the United Nations General Assembly, voting instead to seat first
the Khmer Rouge and later the CGDK.II Whatever the motivation for the blockade,
Cambodia's political, economic and social development was delayed as a result
(Mysliwiec, 1988).
Recreating normal economic and social life out of an almost complete void was
the task that fell to the PRK. Initially, two periods were evident, first the period of
emergency relief from 1979, followed by a period of economic and social
reconstruction from 1981. As the relief began, assisted by the Red Cross and a few UN
agencies such as UNICEF, millions of Cambodians searched the country for relatives or
returned to their native villages. Because rice was not planted, a food crisis arose. By
1992 nearly US$1 billion in food and emergency relief had been provided by Western
donors and an additional US$250 million by Vietnam and the USSR (Lanjouw et at,
1997: 22). Until 1989, Cambodia benefited from about US$100 million a year in Soviet
aid (Chanda, 1993b: 33-34). In 1983 the Member States of the UN declared the crisis
over and the Western embargo on trade and assistance was imposed.
Reconstruction was further constrained by the need to rebuild a national defence force
capable of replacing Vietnamese forces and by the need to combat the ongoing,
Western-backed Khmer Rouge insurgency.
With no money, no private property, no property records (because records had
been destroyed), and large population movements, from 1979 "the Cambodian
10 Commenting on the 1989 Paris Peace Conference, Haas (1991: 52) writes: "Intra-Cambodian
hostility was obvious, but a more subtle element of perfidiousness was the failure of certain major
powers, which had supplied military aid for over a decade, to lean on their clients so that Cambodia
could be put in peace. While Hanoi and Phnom Penh made many concessions, the number of
compromises advanced by China, the Khmer Rouge, and the United States was zero".
11That this was a question of political expediency and not principle is confmned by the subsequent
cases of the US invasions of Grenada and Panama, the French invasion of the Central African Republic
and Tanzania's invasion of Uganda (see Amer, 1990: 55).
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economy was characterized by an extreme degree of laissez-faire, owing to the limited
efficacy of governmental institutions" (IMF, 1994: 13). Initially, the government
assumed official title to all land, real estate, and heavy equipment, although such
property was largely appropriated by the first to arrive. While money was reintroduced
in 1980, the government did not have the ability to tax either agriculture or trade (the
only two industries) and "production in the first few years was carried out in an almost
totally free market environment" (IMF, 1994: 10). The new government's intentions to
move to a centrally planned economy, including the collectivization of agriculture,
culminated in the 1986-90 Five Year Plan. However, the security situation,
administrative weaknesses, the inability to collectivize agriculture, and popular
resistance to centralization due to the experience of the DK period made planning
difficult to implement.
The 1981 Constitution gave the state the predominant role in economic affairs, in
a situation of dire need. Three economic sectors were recognised, the state sector, the
collective sector and the family (small farm) sector. Ebihara (1993: 159) argues that the
government "developed a semi-socialist economy out of both design and necessity".
Supported by 12,000 technical advisors from Vietnam, the government "sought to rally
public support by formulating a policy that would be pragmatic, realistic, and flexible"
(Ross, 1990: 156). This was a non-dogmatic approach towards socialist construction
under which change was to occur incrementally (Hedder, 1990; Lanjouw et aI., 1997:
24). The most important economic task was to rebuild agriculture and restore the food
supply, for which krom samaki or agricultural collectives of 10-15 families each were
formed across the country.
From 1981, "conditions slowly stabilized [and] the economy stumbled to its
knees" (Chandler, 1991: 313). Despite the blockade, during the 1980s the people of
Cambodia made "immense progress in rebuilding their country" (Curtis, 1990: 18).
Curtis (1990) provides the best account of economic conditions under the PRK, which
restored an element of stability to a shattered country (Ross, 1990: ch. 3). Domestic
trade revived, and illicit but tolerated private cross-border trade expanded, while the
government controlled all official foreign trade (predominantly with the socialist bloc).
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Unable to satisfy the population's needs for essential commodities, the government
adopted a laissez-faire approach to markets and cross-border trade in consumer goods
(Lanjouwet aI., 1997: 25). However, only by the late 1980s was a precarious self-
sufficiency in rice production achieved.
From the mid-1980s, the PRK began a process of political and economic reform.
The changes began following the 1985 Fifth Party Congress, which gave formal
recognition to private property and (ironically) adopted the Five Year Plan 1986-90
(IMF, 1994: 10). In 1986, the krom samaki (never an economically successful measure
though they did provide a measure of security for the most vulnerable sections of the
population) were disbanded and rice lands formally redistributed to households in one
to two hectare plots on average. Official recognition was given to the growing private
sector, mainly in small-scale trade and handicraft production. Provision was made for
joint-venture initiatives and for the partial privatisation of state enterprises. These
reforms led, in 1989, to the adoption of a new Constitution and the .establishment of a
the new SOC government, formed to continue the reform program started by the PRK.
Politically, the replacement of the PRK by the SOC must have appeared as a sign
that agreement could be reached to accommodate the main caDK forces (though not
including in any respect the Khmer Rouge) within the Cambodian nation state (Haas,
1991).12Coming two years after negotiations had commenced between the Cambodian
leadership represented by Prime Minister Hun Sen and the opposition represented by
Prince Sihanouk, the formation of the new government was part of a broader peace
process. From the mid 1980s the factors that had fueled the Cambodian conflict began
to unravel. As early as 1984, Kiernan (1984) observed that Vietnamese withdrawal
could be achieved if the West ceased its support for Pol Pot. The process was no doubt
intensified by the approaching end of the cold war.
12"Phnom Penh delegates [to the Paris Peace Conference] noted that the PRK became the SOC in
response to Prince Sihanouk's request for a reconciliation government ... " (Haas, 1991: 49). While it has
been correctly argued that the reform process was accelerated by the collapse of socialism in Europe, it
began much earlier. The latter part of the process has been likened to "a Khmer variant of glasnost",
though opposition parties were still outlawed. See (van der Kroef, 1991: 94-95).
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Negotiations began between Hun Sen and Sihanouk in 1987. The internationally
sponsored Paris Peace Conference was convened two years later in 1989 when Vietnam
unilaterally withdrew its forces from Cambodia and "France then responded to Prince
Sihanouk's request to host an international conference in Paris with wide representation
in order to draw up an agreement for a new Cambodia" (Haas, 1991: 42). Mter a period
of hostilities between the government and Khmer Rouge forces, the Paris Peace
Agreement 13 (Haas, 1991) was eventually signed in 1991 by the four warring parties,
endorsed by the UN Permanent Five and 12 other states. The Agreement paved the way
for the establishment of the United Nations Transitional Authority in Cambodia
(UNTAC) and the holding of national elections in 1993. Lanjouw et al (1997)
summarise the conditions that led to the negotiations and the eventual agreements: The
PRK was well established and could not be overthrown by the border resistance; the
end of the cold war meant that Soviet aid to Cambodia and to Vietnam would cease;
China curtailed its support for the Khmer Rouge and sought to restore a neutral
government in Cambodia headed by Sihanouk; and ASEAN looked for greater regional
security and trade.
3.2.6 State of Cambodia 1989-93
The formation of the SOC government signaled a formal commitment to creating
a market-based economy, and the 1989 Constitution gave official recognition to the
right to private property, private enterprise and traditional usufruct in land (Jenner,
1995). Together with an easing in Cambodia's international isolation, these changes led
to the rapid growth of market relations and a temporary boom in the economy. The
growth of national output averaged 5.8% per annum in 1988-92 (IMF, 1994). State-
owned enterprises were leased or sold to private investors and foreign investment was
encouraged. By mid 1993 there were 500 trading enterprises registered with the
Ministry of Commerce.
13 The Paris Peace Agreements (Agreement on a Comprehensive Political Settlement of the
Cambodia Conflict) between the State of Cambodia government and the three guerrilla factions of the
Coalition Government of Democratic Kampuchea - Funcinpec, the Khmer Peoples National Liberation
Front (KPNLF) and the Khmer Rouge - was signed on 23 October 1991.
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But lacking in proper preparation or adequate structures in banking or law the
privatisation program struck difficulties. Without regard to the consequences, the
government simply divested to establish the framework for a new economic system. At
least 17 of 29 privati sed state-owned enterprises (SOE) were unable to operate
successfully (Lanjouw et aI., 1997). The privatisation of state assets proceeded in an ad
hoc way, profiteering was rife, asset accumulation occurred without regulation or
accountability, and inequality rose dramatically. Many saw the acquisition of state
assets as compensation for years of toil with little reward. Others believed it was better
to secure the assets rather than see them fall to those who had not helped rebuild the
country. Consequently, the period 1989-91 was also a time of rising inflation and
economic instability (see Chanda, 1993b; IMF, 1994; Kannan, 1997; Ljunggren,
1993b). With the collapse of the socialist trading bloc, the CMEA, the cost of imports
ballooned 20 fold between 1990 and 1991 and the trade deficit increased 40 fold. The
value of the riel fell from 200 to the dollar in 1989 to 2000 in 1991, and continued to
decline thereafter.
The cessation of Eastern bloc aid had a severe affect on public finances (see
Coady and Desai, 1990). By 1991 government revenues had collapsed when the loss of
income from former government enterprises was not compensated for by increasing
taxation. Moreover, in conditions of instability and conflict, defence spending
consumed 80% of the government's domestic revenue, making investment in
infrastructure and social development impossible (Lanjouw et aI., 1997: 34). Despite
major cuts to the expenditure and to civil service employment the budget deficit
widened while government services and facilities deteriorated further. Without
significant foreign assistance from any source or adequate fiscal mechanisms the
government simply printed money, increasing currency issue by three-fold in 1989. The
unavoidable result was a surge in inflation. This was an echo of the 1970-75 period
when increasing budget expenditures, shrinking export earnings, and a rising balance of
payments deficit allIed to extremely rapid inflation.
According to (Utting, 1994: 19), in the years before 1993 " ... many Cambodians
... found it increasingly difficult to access basic goods and services. Thousands of
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widows and other people who benefited to some extent from government employment
policies, food rations and other support programmes during the 1980s have seen that
support disappear. Health, education and infrastructure services have deteriorated
considerably while inflation has eroded the purchasing power of much of the
population." Rice production stabilised in the 1990s, but difficulties in food security
persisted, especially for low income groups (CDRI, 1997)((Murshid, 1997).
Only with the arrival of substantial foreign aid in 1992 and 1993 was the situation
brought under control. In 1992 agreement was reached with the IMF and the World
Bank for a stabilisation program to arrest the deteriorating fiscal situation. Because the
government was unwilling to cut the level of public spending and employment,
especially in the area of defence, reduction of the budget deficit meant severe cuts in
health and education, in salaries paid to government staff and in capital spending. The
situation stabilised in 1993 partly due to the revenues brought in by the arrival of
UNTAC and partly to a massive increase in aid following agreement on a political
settlement and the holding of national elections.
Despite its huge cost, UNTAC was not mandated to provide development
assistance to Cambodia. It did though have an indirect economic effect by funneling an
estimated US$200 million into the domestic economy in local salaries, the purchase of
supplies, consumption by UN personnel, rental of local properties, by providing US$13
million to meet unpaid civil service salaries, and in other ways. This influx of cash
resulted in a short boom, a flood of US dollars into the economy, rising inflation and
escalating property prices, especially in Phnom Penh. The effect was to divert foreign
exchange from public to private sectors and from capital to consumption (Irvin 1993:
129; Lanjouw et aI., 1997: 47) and to increase dramatically the 'dollarisation' of the
economy. Without the necessary fiscal support, the result was increased speculation,
inflation and the devaluation of the currency.
According to the Paris Peace Agreement (Annex 5, Paragraph 4), the purpose of
the elections was to establish a "system of liberal democracy, on the basis of pluralism".
The Agreement provided that the United Nations establish an interim administration, a
peace keeping force and supervise elections. Under the agreement, the SOC
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government was nominally replaced by a Supreme National Council (SNC, see Figure
3.1) headed by Sihanouk and comprising the four Cambodia parties to the agreement.
In the event, the Khmer Rouge used the opportunity to boycott the SNC, oppose the
election process, and step up its armed struggle. The UNTAC mandate to disarm the
warring parties was therefore not achieved, and the conflict with Khmer Rouge forces
intensified. UNTAC was never successful in administering the country or containing
the armed conflict and focused mainly on politically restraining the SOc.
It was argued that the UNTAC experience "enable[d] the Cambodian people to
determine their own political future through free and fair elections" (Widyono, 1995),
and that UNTAC's main task was to establish the principles of modern liberal
parliamentary democracy. Some commentators doubted the intentions of the agreement
(Jarvis, 1991). In fact its achievements were much more prosaic. It resettled an
estimated 360,000 people from the border camps and 180,000 internally displaced
people (Lanjouw et al., 1997: 39) and it organised the electoral process. But during this
period there was also a further break down of state administration, escalating illicit
property sales, increasing lawlessness, and a climate of conflict.
Nonetheless, the 1993 elections were a turning point in Cambodia's political
history. The US$2.8 billion process has been called the United Nations' first great post-
Cold War exercise. 14 The election outcome was indecisive. Of 120 Assembly seats, 58
went to the royalist Funcinpec, 51 to the governing Cambodian People's Party (CPP),
10 to the republican Buddhist Liberal Democratic Party (BLDP), and one to the
Moulinaka party. Without a majority Funcinpec could neither govern alone nor bring
about required constitutional change. Following months of conflict and instability, a
coalition government was formed between Funcinpec, the CPP and the BLDP, first as a
transitional administration and later as a constitutional monarchy under the RGC with
King Sihanouk as head of state.
14 Comment by former UNTAC military chief Lieutenant-General John Sanderson at the Foreign
Correspondents Club of Cambodia in Phnom Penh on 6 October 1995, witnessed by the author. Lintner
(1994) reported, for example, that in 1993 "More than 20,000 peace keepers from the UN were involved
in the biggest, most ambitious and most expensive UN peace effort in the organization's history".
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3.2.7 Royal Government 1993-98
The formal transition to market structures and a parliamentary political system
was completed by the formation of the RGC. With joint prime ministers (Ranariddh for
Funcinpec and Hun Sen for the CPP), a combined military apparatus and a power
sharing arrangement within all ministries, the coalition was an unstable alliance of
former civil-war enemies. There were nonetheless good reasons for its formation. The
coalition helped prevent the return to civil war in the face of the inconclusive electoral
result. Lacking the necessary social or political support, no party could govern alone,
and despite their differences, all sides were effectively committed to a program of free-
market reform and economic development. A coalition was in any case the only means
of achieving the two-thirds majority required in the Assembly for the adoption of a new
constitution.
The major tasks confronting the RGC were to construct a workable state
apparatus, address the chronic fiscal problems, manage the economic transition,
establish the rule of law, and rationalise the armed forces. While the process was
dogged from the start by factionalism, political rivalries, and the increasing incidence
of corruption, real progress was made in subsequent years (see St John, 1995). In the
wake of the elections, the RGC moved to improve revenue collection, begin the reform
of the tax system, and reduce un-funded expenditures. Rapid economic growth was
achieved from 1994 to 1996. Mainly concentrated in Phnom Penh, this growth was
assisted by the end of the Western blockade and the return of international donors
including many new non-government organisations, most donor countries, the UN, the
IMF, and the World Bank. A National Programme for Reconstruction and Development
(NPRD) was adopted in December 1993 outlining the government's long-term market
strategy. Donors met first as the International Committee on the Reconstruction of
Cambodia (ICORC) and later as the Consultative Group to provide significant funding
for development projects and to monitor Cambodia's political development. The
government's dependency on foreign aid increased sharply.
Both the macro-economic situation in the years after the 1993 election and the
process of economic transition are dealt with below. Undoubtedly economic progress
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has been made, although deep seated problems remain and inequalities have increased.
This has been despite instability at the political level. All three parties in the coalition
suffered from factionalism and splits, most notably within Funcinpec. Rising conflict
over power and position between the parties increasingly crippled the government
which ceased to function formally at all from 1996.
However, by 1997 the conflict between the main coalition parties had become so
sharp - particularly over the conduct of surrender negotiations with remnants of the
Khmer Rouge - that it erupted in armed clashes in Phnom Penh. The Funcinpec leader
Ranariddh was accused of treason and exiled. Due to the hostilities and the withdrawal
of donor support (especially by the IMF, World Bank and US) economic growth
collapsed in 1997. The events led to a new round of negotiations in the context of
preparation for the scheduled 1998 national elections. Agreement was reached for the
return of Ranariddh and for a reasonably free and fair election in which the CPP scored
the highest vote. The election produced a new coalition of the former governing parties
though with the non-CPP parties considerably weakened. With a greater sense of
stability and a more effectual government administration, donors returned following the
election and the government again took up the program of economic transition. The
most significant political gain of the period was the disintegration and eventual collapse
of the Khmer Rouge in 1998-99, removing forever the main source of armed opposition
to the government.
3.3 Economic and political transition
By 1993 Cambodia had entered a dual transition, from a centrally planned to a
market-based economy and from international isolation to assisted development. The
combined nature ofthis transition gives Cambodia's development a special character.
Cambodia is both typical of low income countries in its economic and social
characteristics and is a singular example of a radical break in political and economic
continuity. It is necessary to understand the nature of the economic and social transition
unfolding in Cambodia in order to assess the impact of the country's health care
reform.
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While Cambodia's transition parallels that in other countries in the region,
including Laos, Vietnam and China, there are also significant differences that derive
from the political conditions of the transition process. Cambodia's main socio-
economic characteristics can be listed simply: a very poor country with significant
resources; a heritage marked by destruction of families and human resources; an
historic need finally to raise the rural population out of subsistence and economic
deprivation; a system of governance based on a contract between former civil-war
enemies; and a strong desire among the popUlation to end the years of conflict and
warfare. Unlike the countries of Eastern Europe or China, for-example, socialist
relations were always weak in Cambodia and most people survived in a subsistence
economy. Little in terms of institutions or economic structures from the past had to be
dismantled in Cambodia and the transition process had more the character of starting
development from scratch following the devastation of Democratic Kampuchea and the
isolation of the 1980s.
Table 3.3 Main economic developments in Cambodia 1985-1999
Year Main economic developments
1985 The government extends formal recognition to the private sector.
1986 Collectivisation of agriculture is abandoned.
1989 Farmers are permitted to sell surplus produce on the free market after meeting minimum
requirements for state procurement. A foreign investment law is passed.
1990 Trade with the CMENCOMECON countries put on hard-currency basis.
1992 With the support of the IMF, the government launches corrective measures to curb
runaway inflation and rein in the budget deficit.
1993 The Organic Budget Law is passed, placing responsibility for all revenue collection and
expenditure for the first time in the hands of the central Treasury.
1994 The IMF approves a three-year Enhanced Structural Adjustment Facility (ESAF). A
generous new foreign investment law is approved.
1995 Privatisation regulations are approved, and a privatisation commission established.
1996 A central bank law is enacted, strengthening the autonomy of the National Bank of
Cambodia.
1997 The IMF withholds ESAF financing when Cambodia fails to improve budgetary
management (especially in relation to revenues lost to illegal logging).
1999 The government introduces a value-added tax and promises defence cuts and greater
control over illegal logging. Cambodia becomes a member of ASEAN. Plans to privatise
the state-owned rubber industry announced.
Source: Adapted from EIU (1997: 14; 1999: 16)
Chapter Three 112
Economic reforms began in the mid-1980s and were accelerated both by the
collapse of the former socialist bloc and by the Paris Agreements. A summary of main
developments during the period is presented in Table 3.3 (see also Chanda, 1993b: 33-
34; Ljunggren, 1993b; Summers, 1995a, 1995b). The official recognition of private
activities as a fourth economic sector in parallel with the state, collective and family
sectors at the 1985 Fifth Party Congress "represented the first important step toward
official liberalization" (IMF, 1994: 11; Vickery, 1986: 129). In 1986 the government
ceased promoting collectivisation of agriculture and a year later more than doubled the
procurement price for rice to bring it in line with market prices. Private sector exports
were legalised through trade reforms in 1987. In 1989 the government abolished the
Krom Samaki and moved formally towards establishing a mixed economy. Private
ownership of land for family plots and traditional usufruct rights on public land were
restored. Farmers were permitted to sell their surplus rice on the free market after
meeting the small requirements for state procurement in exchange for access to
consumer items and inputs at discounted prices. Private enterprise, including state-
private joint ventures, was recognized as the fifth economic sector. The reform of
industry began with the separation of SOE accounts from the central budget, while the
government relinquished control of enterprises as they were privatized or leased. A
Foreign Investment Law, which was enacted to encourage private foreign participation
in joint ventures and in wholly owned enterprises, also became the framework for
privatization.
In the 1990s, Cambodian leaders looked towards the neighbouring 'Tiger'
economies - also known as Newly Industrialised Economies (NIE) - as an example of
rapid economic growth, and sought early integration with ASEAN, an ambition only
moderately tempered by the Asian economic crisis of 1997 (Kao, 1995; Kao & Kaplan,
1998; Keat & Aun, 1998; Kyne, 1999). The example of the Asian economies was,
however, flawed (Bello, 1992; Bello & Rosenfeld, 1992). Few believed that Cambodia
could repeat the sort of expansion the NIE experienced. Fiscal austerity was imposed
under IMF guidance to curb inflation and a national budget was drafted for the first
time in 1994, with strict limits on social spending (Hansford, 1994). A new round of
privatisation was commenced in 1995, by which time, in the words of the Royal
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Government's national program (RGC, 1995: 1), "Cambodia is now a fully-fledged
democratic society and it is operating a free market economic system".
What prospect is there that the fundamental changes of the 1990s will open the
way for improving the health and well being of the Cambodian people? The outcome
of the process should not be taken for granted. The transition process has contradictory
aims, it is affected by political instability and it is dependent upon the continued
availability of resources through the international aid organisations. The following
sections consider the aims of economic policy, the fiscal and external policies
associated with macro-economic stabilisation, the effects of these initiatives on social
development and poverty, and the structural changes that accompany the transition
process.
3.3.1 Development aims and strategies
From the beginning, the Royal Government adopted an economic approach with
apparently contradictory aims, based both on the rapid growth of the private economy
and increasing social justice. The stated objective was to achieve a fair, just and
peaceful society through the acceleration of economic growth and to raise living
standards for all Cambodians (Ministry of Planning, 1995d; RGC, 1994; RGC, 1995).
According to the argumentation that supported this strategy, it was essential to
overcome poverty, only through rapid economic growth could this be achieved, the
private sector alone was capable of achieving the necessary rate of economic growth,
and the government must therefore playa role mainly in support of the private sector.
While it is possible to accept that the Government was genuine in its desire to overcome
poverty, what needs to be questioned is whether the adopted strategy could actually
achieve this aim or simply lead to increasing inequalities.
Eradicating poverty was described as the Government's single most important
long-term objective (Ministry of Planning, 1995d: 2). With an estimated 38% of the
population living below the poverty line (Ministry of Planning, 1995a) and a large
majority of the population close to it, raising living standards was seen as imperative
not simply to achieve social harmony but also because the effects of extensive human
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impoverishment, including poor health, negligible education, inadequate nutrition,
unsanitary living conditions, few economic assets, and limited opportunities, were
considered an intractable barrier to economic growth. However, rather than social
programs that target the causes of poverty, the plan called for a strategy that treated
poverty alleviation as synonymous with human resources development (Ministry of
Planning, 1995d: 2-3; RGC, 1995).
In the Government's view, a target growth rate of 7-8% annually was considered
a prerequisite for broader aspects of social development (RGC, 1994). While such a
growth rate would, however, need to be maintained consistently over decades to
achieve the proposed results, there was a note of optimism despite the obvious
difficulties. Prior to the 1997 Asian economic crisis, Finance Minister Keat Chhon
argued in 1994 that while Cambodia "will not catch up with the development level of
our neighbours ... we will catch up with their pace of development" (Mehta, 1996).
Economic growth rates within the region at the time are listed in Table 3.4; despite its
apparent success, Cambodia was still behind its neighbours. Subsequently, these
growth rates collapsed in many of the listed countries, including Cambodia. The growth
plan constituted a narrow strategy, one that replaced poverty targeting and the
conscious development of social services with a typical 'trickle down' approach.
Table 3.4 Growth rate of real GDP in % per annum for selected countries
1994 1995
Southeast Asia regional average 8.0 8.1
Malaysia 9.2 9.5
Vietnam 8.8 9.5
Singapore 10.1 9.1
Thailand 8.7 8.6
Myanmar 6.8 7.7
Indonesia 7.3 7.6
Laos 8.1 7.1
Cambodia 4.0 7.0
Philippines 4.3 5.2
Source: ADB (1996, 1997)
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For the Government, the private sector and private initiative were expected to
provide the main impetus for growth, job creation and raising living standards
(Ministry of Planning, 1995d: 4). The foundations for this private sector development
were thought to be accelerated rural development (meaning, presumably, commercial
initiatives in agriculture and industrial investment in rural areas), and an expansion of
industry, services and tourism in three urban areas - the capital at Phnom Penh, the
main port at Sihanoukville, and the site of the famous Angkor Wat temple complex at
Siem Reap. It was recognised that such private sector development would not occur
without considerable government support, both indirectly through maintaining macro-
economic stability and a conducive regulatory environment and directly through
infrastructure development and skills training. Seeing its role as the partner of the
private sector, the Government would direct "an increasing proportion of its human and
financial resources to the support of those activities which facilitate the market process,
rather than to those which restrain it" (RGC, 1994: 3). As well as macro-economic
management, the Government's role would be to create an Etat de droit (or a state
governed by the 'rule of law' in a market economy).
The Government soon realised that while private initiative and investment were to
be the engine of economic growth, mere provision of a "facilitating environment" for
private sector activity would not be sufficient (RGC, 1995: iii, 17). Moreover, the
logical imperatives of the free market also began to over-run the aims of broad-based
economic growth. For example, a commitment to the optimum use of natural resources
and protecting the environment became the victim of the extensive illegal logging that
eventually caused the suspension of IMF assistance. Moreover, a deficit of financial
resources meant elements of the plan could not be carried out. In particular,
commitments to health, education, rural development and other social areas have been
constrained. As anticipated in the plan, infrastructure development rested almost
entirely on the provision of external aid, and in the absence of an adequate taxation
system a trend towards user charges for social services was evident (Ministry of
Planning, 1995d: 6).
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The Government's development plans were further impeded by the breakdown in
governmental relations during 1996 and the eventual political crisis of July 1997. The
situation was not stabilised again until well after the 1998 national elections. During
these years neither the rate of economic growth nor the development of social areas
achieved the targets set. In summary, the main pillars of the Government's development
strategy were to achieve macro-economic stabilisation, to reform the civil service and
the judicial institutions of the state, to ensure structural adjustment conducive to private
investment and integration into the regional economy, to restore infrastructure, to
improve access to social services and upgrade human skills, and to optimise the
sustainable utilisation of natural resources (see Ministry of Planning, 1995d: 7). There
are inherent risks in the Government's approach and a growing appreciation that the
growth strategy alone cannot achieve the goals of social development.
3.3.2 Macro-economic context
Experience shows that economic instability, rising inflation and currency
depreciation are common features of the transition from centrally planned to market
economic relations. This occurs because revenue to government falls, money is printed
to meet funding deficits, private enterprises demand credit, and exports are slow to rise.
In economic theory, a balance in both the domestic budget and in foreign trade is
regarded as essential to macro-economic stability (Irwin, 1993).15Theoretically, it can
be shown that the funds needed for investment to generate rapid economic growth must
come either from private savings, net government revenue (less recurrent spending) or a
surplus of trade. Logically, it is argued, if rapid inflation and macro-economic
15This can be illustrated in algebraic terms as follows:
Considering Y =C + I + G + (X-M)
but also Y =C + T + S
therefore T + S =I + G + (X-M)
so (S-I) =(G-T) + (X-M)
Where Y is income, C is consumption, I is investment, G is government spending, X is exports, M is
imports, T is taxation, S is savings. See also Irwin (1993), Gillis (1992).
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instability are to be avoided a budget deficit must therefore be financed by increased
domestic savings or by external sources. 16
For this reason, tight macro-economic management has been regarded as one of
the key elements of the transition process. For both countries in transition and
developing countries seeking support from international financial institutions, receiving
assistance has been made dependent on meeting these conditions. The structural
adjustment policy (SAP) invariably demanded by the IMF and the World Bank as a
prerequisite for assistance - based on deep cuts in budget spe.nding, increasing exports
and opening the economy to foreign finance - has been widely criticised for its
deleterious effects on domestic economies, income distribution and the social sectors
including health and education (see, for example, Bello, 1994; Chossudovsky, 1997;
Danaher, 1994). Control of inflation and exchange rates is at the heart of structural
adjustment policy.
As mentioned earlier, the collapse of assistance from the Eastern bloc and the
privatisation of SOE in Cambodia led to rapidly rising inflation and currency
depreciation (see figure 3.4 below). Annual inflation exceeded 150% in 1990-92 when
the loss of revenue from former SOEs and agricultural tax (in the form of 'patriotic
contributions') together with the collapse of socialist bloc aid meant the government
had recourse only to the printing of money to finance the budget deficit. This was
aggravated when the increased purchasing power of the private sector caused a surge in
demand without a corresponding increase in supply, and without corresponding efforts
to tax private sector incomes.
With rapid inflation the value of the domestic currency (the riel) depreciated
dramatically by 1700% from 178 riels to the US$ in 1989 to 3116 in 1993. (In fact, this
was below the record level of depreciation of 2300% from 35 riels to the dollar in 1968
to 804 in 1974 (see Kannan, 1997: 6). The exchange rate reached almost 2700 to the
16 For a theoretical discussion of the transition process, see Komai (1990). The transition process in
Indochina has been well covered by Ljunggren (1993b).
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dollar by 1993 and then stabilised, rising again in the course of political conflict to
more than 3700 in 1998. Because of the rapidly falling value of the riel, unofficial but
widespread cross-border trade was conducted in gold or the currencies of neighbouring
countries, while in domestic transactions for businesses and individuals the riel was
increasingly substituted by the US dollar. The 'dollarisation' of the economy and the
existence of parallel currencies has become an increasing problem.
The situation was stabilised only with the influx of a considerable volume of
external assistance following the return of Western support (see Figure 3.3, Figure 3.5
below). Inflation was therefore quickly brought to single-digit levels. However, while
the rate of inflation declined dramatically there was no complementary reduction in
price levels, which remained higher than at any time since 1979 and stayed in many
cases above the levels in neighbouring countries (Kannan, 1997: 18-19). The threat of
rising inflation and instability returned again in 1997 and 1998 due to the political
crisis and the suspension of foreign assistance.
Consequently, the conditions for macro-economic stability were therefore largely
met in Cambodia during 1993-95 (Cedergreen, 1995) and up until the events of 1997-
98 despite the persistent deficits in the budget and the balance of payments (Ogden,
1996). In general, during these years the current account deficit was small and mostly
funded domestically, while foreign assistance funded almost all capital spending, and
private foreign sources accounted for most investment. Kannan (1997) argues that the
macro-economic crisis of the early 1990s was directly related to international events
over which Cambodia had little influence, including the end of the Cold War, the
collapse of Soviet aid, and the extraordinarily rapid transition to a market economy.
While the transition to a market economy had provided the opportunity for regaining
international assistance in economic reconstruction, the legacy of devastation and
destabilisation that began in the 1970s and the one-sided external dependence of the
1980s were constraints still affecting the Royal Government's macro-economic
management. These distortions were reflected in excessive expenditure on defence,
dependence on external assistance, a budget deficit and a balance of payments crisis, all
compounded by the systemic crisis and the political transition.
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The structural adjustment program (SAP) was introduced under a formal
agreement between the IMF and the World Bank on one side and the RGC on the other
basically to address these issues. A Policy Framework Paper for 1994-96 (see Kannan,
1997: 14-16) prepared with assistance from the IMF, the World Bank and the ADB
provided the basis for the approval of IMF-World Bank structural adjustment credit
facilities in 1995, so long as macro-economic targets were maintained (Kanter, 1995).
Economic targets for the immediate future included GDP growth of7-8% p.a., inflation
at 5% by end of 1995, a stable riel, a budget deficit reduced from 7% to 6% of GDP
during 1994-1996, budget revenue increased from 5% to 9% "OfGDP during 1993-1996
together with further rationalization of expenditures, and an externally-financed
investment budget at 5% of GDP (Kannan, 1997). By meeting these conditions
Cambodia became eligible for an increasing quantity of multi-lateral and bi-Iateralloan
finance. IMP funding was, in fact, suspended when the Government's failure to control
widespread illegal logging of tropical forests diverted huge revenues away from the
national budget (see Global Witness, 1995; 1998). Only following the 1998 election
and renewed pledges to control the logging did the IMF return.
Kannan (1997: 17) argues that while the stabilisation program could be regarded
as successful in comparison to similarly placed economies this was limited only to
macro-economic indicators including the budget deficit, inflation and the exchange
rate. The negative effects on social sectors and evidence of growing inequality between
rural and urban sectors and between rich and poor had also to be considered. For this
reason, uncritical acceptance of the power of the private market was unwarranted. It is
crucial to understand the fact that a balance in the domestic budget has been achieved
only through external assistance and thus a rapid increase in foreign dependency.
Stabilisation of this sort would be welcome only if the composition of budget
expenditure reflected the objectives of sustained economic growth and long-term
development.
This, however, has not been the case. Defence spending continues to consume up
to half the national budget. Social sector expenditures including education and health
have fallen as a proportion of budget spending and of GDP since 1992 as a result of
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economic stabilisation and structural adjustment (see Chapter 5). Therefore, "the
continuing constraints - political and economic - and the specific programme of SAP
make it difficult for concerted action of a long-term nature for substantial investment
and development of [the] social sectors" (Kannan, 1997: 24). In the following sections,
special attention is given to those aspects of economic policy that impinge, directly or
indirectly, on health care.
3.3.3 Fiscal and monetary policy
Since 1993 fiscal policy has been framed by the objectives of macro-economic
stability and economic growth. Figure 3.3 illustrates the dramatic increase in foreign
budget financing and external dependency from 1993, after which external support
financed almost the entire budget deficit (each reaching about 7% of GDP in 1996).
However, the attempt to improve government spending evident in the first, 1994,
budget was not maintained.
Figure 3.3 Domestic and foreign balances in US$m. 1988-1998
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The government's revenue position remained weak as a result of the economic
transition in the years after 1989 even though, with a significant increase in customs
duties, total revenues more than doubled as a proportion of GDP between 1990 and
1994. Efforts to broaden the tax base wer:eevident from 1996 when the government
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when foreign investment in almost all areas was also encouraged . Official and market
exchange rates became roughly equal by mid-1994.
Figure 3.4 Annual cbange in monetary and fiscal balances 1989-1998
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3.3.4 External dependency
Both government finances and the external balance have been supported by
foreign funding since the 1993 national election and the restoration of foreign relations
and Western aid. Economic and political circumstances first began to change with the
re-opening of the main port at Sihanoukville to international shipping in 1988 and the
liberalization of international trade and foreign investment in1989, when as a result of
trade liberalisation domestic and foreign firms were permitted direct access to foreign
markets and customs duties were considerably reduced (IMF, 1994: 41). The sudden
increase in foreign dependency both in terms of ODA and investment is illustrated in
Figure 3.5. From 1993 the budget deficit was supported by foreign budget financing
while the current account was supported by official transfers to government. The
narrowing of the deficits and foreign financing in 1997-98 (Figure 3.3) reflects the
decline of economic activities in the face of political instability rather than greater
financial self sufficiency, and in the coming years the 'scissors' of foreign dependency
can be expected to open again.
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Figure 3.5 Net official development assistance and foreign investment in USSm. 1990-1997
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The increase in foreign direct investment followed the adoption of the 1994
Investment Law which provided extremely attractive taxation and investment
conditions .17 Most foreign investment has gone into services and the garment industry.
ODA from Western sources increased significantly until 1995, but declined with
political instability in 1997 and 1998. It can be expected that a return to previous ODA
levels will be evident in coming years. Despite the increase in dependency, financing in
the short term, the increase in ODA has been a welcome and necessary source of
funding for reconstruction and development following the deprivations of the 1980s,
although the use of ODA needs more careful consideration. The contribution of ODA to
improving health services is discussed in Chapter 5.
With external financing requirements estimated at more than US$500 million
annually up to 2000, the World Bank warned that official foreign assistance (grants and
concessionalloans) to Cambodia had to be maintained (World Bank, 1996b: 55-56).
However, it is likely that foreign financial support of this magnitude will be required for
many years to come. Since 1991, approximately US$1.5 billion in foreign assistance
17 The 1994 Investment Law included a maximum golocorporate tax rate, tax holidays up to eight
years, import duty exemptions on materials and equipment, and no barriers to repatriation of profits.
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has been pledged by Western agencies, with Japan as the largest donor (US$93 million
pledged in 1996). Despite a low absorption capacity, actual disbursement of aid
increased from just US$5 million in 1992 to an estimated US$432 million in 1995
(US$329 million in grants and US$103 million in loans - CDC, 1995: 7).
The level of foreign debt is not a concern at present, and more than 90% of the
debt is at concessional rates that make the loans similar to grants. Figure 3.5 does not
include debt to former CMEA countries of around US$1500m. at contracted exchange
rates, and negotiations about the resolution of this debt are not completed. While debt
to Western institutions is not large by international standards - representing about 20%
of GNP and 90% of export revenue (EIU, 1997: 33), the rate of increase may lead to
concerns in future years. Debt could become a problem especially if the proportion of
non-concessionalloans increases sharply, which could be expected as donors move
from grant aid to loan funding.
Figure 3.6 Exports and imports in US$m. 1988-1998
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The effects of trade liberalisation on imports and exports, evident especially after
1993, are illustrated in Figure 3.6. Total exports rose strongly from US$45 million in
1988 to US$218 million in 1993 and then to US$999 million in 1998. This was largely
due to a rapid increase in re-export trade (especially buying goods in Thailand to sell in
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Vietnam and vice versa, with little value added) owing to the differences in tariff rates
between Cambodia and neighbouring countries. Re-exports have, however, fallen as a
proportion of exports, from 53% in 1993 to 45% in 1998.
Figure 3.7 Garment exports in US$m. 1994-1997
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The strong growth of non-traditional products has led the export growth. Until
1996 primary products including timber, rubber and precious gems had been the main
export commodities. The rise in exports after 1995 helped to curtail the rapid rise in the
balance of trade deficit, which increased by an annual average of 49% during 1992-95
due to a steeply rising level of imports (mainly petroleum and transport equipment). By
1993, agricultural exports, including rice, corn and rubber, still remained below the
level reached in the rnid-1960s (World Bank, 1994; World Bank, 1995a: 105). Due to
food shortages, rice exports were illegal until 1995, and have still not featured in the
export trade. Despite a ban on log exports, timber still accounted for 70% of
domestically produced export earnings in 1995. Since 1995 exports of textiles and
garments have risen rapidly (Figure 3.7), reaching 39% of total exports by 1998
(Annear, 1997a). The mostly foreign-owned garment industry grew rapidly after 1994
once Cambodia gained GSP (General System of Preferences) trade status with the
European Union, which takes the bulk of Cambodia's garment exports (Figure 3.8).
Investment in the textile industry (mainly from foreign sources), however, has not been
without its social costs (see below).
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Figure 3.8 Share of garment exports by country of destination 1996
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Further liberalisation of trade and foreign relations is expected as a result of
Cambodia's official membership of ASEAN in 1999 (APP, 1995; Post, 1999).
Cambodia's trade has been increasingly dominated by its Asian neighbours (Figure 3.9)
since the beginning of the transition, causing concern at some points. 18 A big increase
in cross-border trade has placed Thailand and Vietnam at the top of the list of
Cambodia's trade partners. Along with Singapore, the US, France and Germany have
become significant markets. Japan is a major source of imported goods, and China is
increasingly a strong trading partner. Cambodia is unlikely to emulate the growth
performance of its ASEAN neighbours. Not only has the 1997 Asian crisis tempered
claims about the HPAE strategy (Bello, 1997), the precise conditions that gave rise to
the HPAE experience are no longer prevalent (Bello & Rosenfeld, 1992). Nor does
Cambodia possess the sorts of advantages the Tiger economies had when they set out
on the path of rapid economic growth.
18 The Prime Minister Norodom Ranariddh cautioned that "Being members of ASEAN will not mean
that Cambodia will simply become a marketplace for other members of ASEAN.We have to be in a win-
win situation, and not in a situation where one side wins. and the other side loses" (Mehta, 1996).
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Figure 3.9 Exports and imports by major trading partners in US$m. 1997
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3.3.5 Structural change and social development
I f the strategy based on generating funding for the provision of social programs
including health and education through a rapid growth in GDP is to be successful,
conditions will have to change markedly in the coming years. Since 1989 the rate of
economic growth has been erratic and unsustainable due principally to political
instability. The government's ambitious target of7.5% annual growth in GDP has been
achieved in only four of the last ten years, and only two years since 1993 (Figure 3.10).
Similar growth had been experienced during some years in the 1980s. While the influx
of foreign aid has in general buoyed the economy, rapid growth has been achieved in
some years for reasons not associated with the economic reform program. For example,
a high rate of growth was achieved in 1995 largely due to fortuitous weather conditions
and an increased rice harvest. Clearly, the process of elections and the formation of a
new government in 1993-1994 inhibited growth, as did the internecine conflict of 1997
and the elections of 1998.
Figure 3.10 Growth rates and GDP per capita 1989·1998
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Table 3.5 GDP per capita in US$ equivalents in 1995 prices
GDP per capita US$
Circa 1969 455
Circa 1989 208
1995 260
Source: World Bank (I 996b)
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As a result, the increase in living standards, measured by GDP per capita, has
been slow since 1989. Remembering that the data are patchy, some comparisons are
nonetheless useful. GDP per capita rose by less than 12% over the whole decade, from
just 28,056 riels (US$94) to 31, 265 riels (US$104 - measured in constant 1989 prices
and exchange rates). As the figures in Table 3.5 indicate, living standards have still not
returned to the levels of 1969. The gap between the government's targets and recent
experience is wide. I f the averages of the last decade are maintained, GDP per capita
would not double before 2058. However, should the targeted rate of growth of7.5% per
annum be achieved in every year (which is a highly unlikely outcome), GDP per capita
would double by 2008 and by 2058 would have increased almost 20 times. Two
observations are possible based on these calculations: (i) that relying exclusively on the
strategy of rapid economic growth to raise living standards and provide the funds for
development of social services is a risky enterprise; and (ii) that political stability is a
pre-requisite for any general improvement in economic conditions and living standards.
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The major structural weakness in the Cambodian economy is the low productivity
and slow growth in agriculture, due mainly to low yields in rice production,
Cambodia's single most important commodity. Rice accounted for almost one-third of
agricultural output and almost 15% of total GDP in 1995 (Eill, 1997: 12); at 1.8 tonnes
per hectare in 1997 rice yields are low compared to the regional average of2.7 (Eill,
1999: 19). Despite the growth of industry and services in recent years, agriculture
remains the largest sector of the economy, falling from 52% of GDP in 1990 to 44% in
1998 (Figure 3.11).
Figure 3.11 Share of GDP by sector 1988-1998
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The slow growth of agricultural production held down the increase in GDP in the
years to 1996 (Figure 3.12). Growth in industrial output collapsed in 1997 due to the
political crisis. Changes in agricultural output are influenced mainly by seasonal
factors, as the good harvest of 1995 testifies, while output in 1997 and 1998 was
affected by drought. Around 85% of rice cultivation is reliant on annual rains. While
agriculture and rural development are the government's stated priorities, the
implementation of agricultural improvement projects has been slow. Meanwhile, the
government has encouraged foreign investment in rice production - beginning with a
joint venture between the government and a Singaporean consortium to grow rice in
Takeo province (EIU, 1997: 28) - to boost output.
. Figure 3.12 Growth of output by sector and GDP 1998
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The surge in industrial output has been led by the construction sector, including
major infrastructure developments funded by foreign aid (roads, airports, harbours,
water, electricity - Figure 3.13). Industry has been the fastest growing sector, averaging
6.6% annually during 1994-98 - Figure 3.14 (EIU, 1999: 18). The boost to
manufacturing production from foreign direct investment (mainly from within the
region) was stalled by the Asian economic crisis, except for investment in garment
manufacturing. Manufacturing remains small as a share of GDP (8.9% in 1998, at 1989
constant prices). Rice milling, cigarettes, beer and soft drinks are the main
manufactured outputs. The most striking change in industrial production has been the
boom in garment output (Annear, 1997a; Chan et aI., 1999: 15-16). Garment
production was unknown in 1993; by 1997 there were an estimated 72 garment
factories employing 36,717 workers (EIU, 1999: 21). Garment exports rose from a
negligible amount in 1995 to US$390 million (or 39% of total exports) in 1998.
Figure 3.13 Industry share of GDP % by sector 1989·1998
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Figure 3.14 Growth of output by industrial sector 1990·1998
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Growth is dependent on expansion of the private sector. The decision by the
government in 1999 to sell the country's seven state-owned rubber plantations to
private investors is the most recent privatisation initiative . The first phase of
privatisation occurred from 1991 to 1993, when it was halted by the UNTAC
administration. It resumed after April 1995 when new privatisation regulations were
approved. In the first phase, ministries privatised their own enterprises, selling 50 of a
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total stock of 152 state companies (mostly services and small production facilities).
Additionally, 52 enterprises were leased in 1991-1992 (more than 90% of them in
manufacturing). During this phase, protecting employment was one of the highest
priorities in the privatised enterprises. In the second phase, an additional 42 enterprises
were placed on the privatisation list, and the Government conceded to pressure from
multilateral banking institutions to privatise existing state owned enterprises in the
agricultural sector, principally the rubber plantations, an agricultural supply company, a
fishing company and three import-export companies. Fifty per cent of industrial
production in 1995 remained in state hands.
Nonetheless, the private sector is growing. Since 1995 the private sector has
accounted for about 70% of gross domestic investment, which grew strongly during the
1990s, reaching 20.6% ofGDP (at current prices) in 1995 compared to 9.4% in 1991
(see EID, 1999: 15). A national savings rate of only 5.7% of GNP in 1996 means,
however, Cambodia remains heavily dependent on foreign capital inflows (principally
grants and loans), which largely dried up in 1997-1998 (EID, 1999: 15). By 1995,60%
of domestic bank credit went to the private sector (up from 10% in 1991), but due to
the weakness of the banking system (especially outside Phnom Penh) the aggregate
amount of bank credit to the private sector remains low at 4% of GDP (EIU, 1999). The
World Bank (World Bank, 1996b: ii) estimated that realised foreign investment inflows
were US$100 million in 1995 (from US$1O million in 1994) and may reach US$200
million by the end of the decade. The Government's Cambodian Investment Board
(CIB) approved 202 investment application in the twelve months to August 1995 (33
fully domestically owned, 82 foreign-owned, and the remainder joint ventures), most
coming from Malaysia, Singapore, China and Thailand. Of these, 57 were operational
by September 1995. Only four - two beer factories, one hotel and Air Cambodge-
had more than US$10 million in capital. To bolster its precarious fiscal position by
raising additional company tax revenues, the Government recently considered a review
of its lucrative 1994 Investment Law (Lenaghan, 1997).
fu development theory it has been shown that promoting 'traditional' sectors of
the economy produces a more even distribution of income than is the case with the
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promotion of 'modem' sectors (Fields, 1980; Todaro, 1994: 133-140)19.Because
traditional agricultural activities have received less attention than promotion of
investment and trade in manufactured goods and services, it can be expected that
income differentials will widen as a result of the transition process in Cambodia and
that poverty will remain an intransigent problem. Income gains from the expansion of
secondary and tertiary industries are likely to accrue predominantly at the top of the
income scale unless specific measures are taken to moderate inequalities.
Unlike China and other former socialist countries prior to economic transition
(Cornia, 1994)20,Cambodia entered the transition process with an income distribution
that was already markedly uneven. Based on Cambodian income figures from Table
3.6, Figure 3.15 illustrates Lorenz curves for Cambodia, China and Brazil. Income
disparity for Cambodia is shown to be greater than China but less than Brazil (one of
the world's most uneven income distributions - the closer the graph to a straight line
the more even is the distribution of income). The complementary Gini coefficients
would be 0.53 for Cambodia, and 0.57 for Brazil (a score of zero means a perfectly
even distribution of income and a score of one a perfectly uneven distribution). (Gini
coefficients calculated on the basis of average household consumption appear to be
lower: 0.366 for Cambodia, compared to 0.32 for Laos, 0.34 for Vietnam and 0.32 for
Indonesia - Chan et. aI., 1999: 33; Prescott & Pradhan, 1997: 15). Prescott and Pradhan
(1997: 12) estimate that the richest 10% of the population accounts for more than 30%
of total consumption, and the poorest 10% for less than 3%.
19According to the theoretical summary of the effects of various development models of income
distribution and poverty presented by Todaro (1994), development of the 'traditional sector' results in
more equal income distribution and less poverty and causes the 'Lorenz curve' to shift uniformly
upwards. Development of the 'modern sector' results in higher incomes and a less equal distribution of
income and no change in poverty, causing the Lorenz curve to shift downwards and farther from the line
of equality.
20Cornia (1994) contrasts the shock therapy of the Western neo-liberal approach to the more gradual
reforms associated with the so-called Asian model that emerged in the 1960s and 1970s in South Korea
and Taiwan, and earlier in Japan, in which the state played a much greater role. Whether China and other
former Asian centrally planned economies have actually adopted the 'Asian' strategy is a question Cornia
does not address, though the similarities of China's approach with elements of each strategy is noted.
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Table 3.6 Income distribution per quintile for Cambodia 1993/4.
Quintile % of total GNP per Est. pop. GNP/cap
income quintile per quintile per quintile
USSm. Millions. USS
Bottom 2.8 63 2 32
Second 7.8 174 2 87
Third l3.9 311 2 156
Fourth 21.7 485 2 242
Top 53.8 1202 2 601
Total 100.0 2235 10 224
. .Source: Extrapolated from figures presented ill Ministry ofPlanmng (1995a), World Bank (1995a)
Figure 3.15 Distribution of income for selected countries 1993 (Lorenz curve).
100
80
CII
E
0 600
.5
-0
C 40<IIe
CII
c..
20
0,
Source: Annear (1997b)
0 20 40 60
Percentof population
80 100
--5-China
""'-Cambodia
-5i-Brazil
--Equal distribution
The official 1993-94 Socio-economic Survey of Cambodia estimated that 38% of
households lived below the poverty line, and the highest rate of poverty (46%) was
found among people living in households headed by farmers (Ministry of Planning,
1995a; Ministry of Planning, 1995d: 2; Prescott & Pradhan, 1997: ix). Seventy-eight per
cent of those below the poverty line live in rural areas (Prescott & Pradhan, 1997: 23).
A follow-up Socio-economic Survey in 1997-98 reported a decline in the proportion of
population living below the poverty line to 36%. However, there is no sound reason to
suggest that increased economic growth has led to a fall in poverty (Chan et aI., 1999:
39).
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Consequently, the argument (World Bank, 1994: 2) that simply raising average
incomes is the key means for overcoming poverty, and that macro-economic stability
and economic growth are the central tenets of any successful anti-poverty strategy, must
be treated carefully. The obvious pitfall in this reasoning is that, in order to stimulate
production and therefore incomes, it can be argued that resources are most effectively
directed to those who are better off rather than the absolute poor (Taylor, 1994). At the
same time, reaching the poorest of the poor is a costly exercise that often appears to be
economically inefficient. Growth may therefore occur without ever meeting the needs
of the poor. Because the transition to a market economy inevitably means a widening of
income differentials, it will be necessary for the government to develop mechanisms for
equitable taxation, poverty targeting and increased social services to ensure that the
fruits of growth are equitably distributed.
Reconsideration of the economic growth model may not be too late (Mysliwiec
CDRI 1998), and many have argued for more attention to rural development - in some
cases a real concern and in others perhaps nominal (Chan et aI., 1999; Ministry of
Planning, 1995d; RGC, 1994; Ronnas, 1995: 43; World Bank, 1994: 66). With the
potential to be self-reliant and a comparative advantage in agriculture, Cambodia could
best tackle poverty by improving rice output, consistently increasing agricultural
production, and focusing on rural development. Although rural development is a stated
priority, adequate resources have not been directed to rural projects. In the years from
1992 to 1995, approximately 10% of external assistance was directed to rural
development (compared to health 7%, education 8%, economic - management 11.5%-
CDC, 1995: 12). However, up to 90% of multi- and bi-Iateral foreign aid was expended
in the Phnom Penh area (CDC, 1995: 14), and the social policy ministries, especially
rural development, social affairs, and women's affairs, are critically under-funded.
World Bank prescriptions for agriculture, which focus on privatisation of rubber
plantations and other state rural enterprises, rationalisation of land ownership laws, and
upgrading of rural infrastructure (including water resource management, which is badly
needed), are likely however to concentrate rural wealth rather than assist rural
development.
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Cambodia's population is overwhelmingly rural and overwhelmingly young
(Figure 3.16). Fears have been expressed that the current generation of five to fifteen
year old Cambodians may eventually be seen as the 'lost generation' (Fauveau, 1997).
This is a recognition of the harsh reality that educational standards will not improve
quickly enough to meet the needs of this generation. Meanwhile, the relatively low
numbers now in the group aged under five - a situation caused by population losses
under the Khmer Rouge 20-25 years ago of those who would have been bearing
children - indicates a potentially serious lack of labour power within the next two
decades, even with better educational opportunities (UNFPA; 1996). The high
proportion of women in the 20 to 40 age group - a result of excessive male deaths
under the Khmer Rouge - is also regarded as a constraint. Women make up 50% of the
paid workforce, mainly because the low level of civil service salaries (the major
employer of males) necessitates women (who are wives) must work, predominantly
in the extensive informal sector.
More recently, the rapidly expanding garment industry has tapped the pool of
female labour. An estimated 90% of the industry's 18,282 workers in November 1996
were women, while the industry'S labour costs were estimated at a mere 6.4% of total
sales (Tioulong, 1997). Low wages (averaging US$40 a month) and draconian working
conditions have given rise labour unrest in the industry and to the formation of militant
new trade unions (Heng, 1997; Om et aI., 1996; Ou, 1996). Government officials have
complained that such activity will damage the foreign investment outlook (Minister for
Social Mfairs Suy Sem) (Industry minister Pou Sothirak) (Flemming, 1997), and
garment manufacturers have condemned new labour laws (Ou, 1997a; Ou, 1997b).
Teachers have also taken strike action, notably in 1999 (EIU, 1999: 17), over low
wages (averaging about US$20 a month). The government approved a 30% pay
increase for civil servants in 1999 to compensate for losses from inflation and currency
devaluation, but the problem remains.
Figure 3.16 Population pyramid
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Like other regional economies faced with economic transition and structural
adjustment, including the Lao PDR and Myanmar, and to a lesser extent Vietnam
(Dowling & Castillo, 1996), Cambodia faces serious difficulties related to limited
implementation capacity, low absorption capacity for foreign aid, low private
investment, and restricted public expenditure. The fundamental disequilibria in the
balance of payments and the national budget indicates aggregate demand for resources
exceeds supply. Meanwhile macro-economic stability has been achieved: (i) by placing
a stranglehold on government expenditure (except defence); and, (ii) by underwriting
the domestic and foreign deficit with foreign funds. Without an adequate taxation
system, however, the Government's revenue base remains extremely weak and plans to
double the tax ratio over the next decade from the current 6% to 13% of GDP (the
average for developing countries) will require fundamental change. Introduction of
VAT in 1999 may increase revenues but also raises questions about equity.
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Implementation of a progressive company and income tax system is called for but faces
insurmountable problems due to the lack of formal employment and necessary
economic structures.
Implicit in the strategy of rapid economic growth are a number of contradictions
that must be resolved if the aim of raising living standards is to be achieved:
• Long-term political and social constraints must be overcome;
• Economic growth must be managed in a way that effectively encourages rural
and social development;
• Specific attention must be given to those areas the market alone will not
encompass, including poverty alleviation and the provision of social services;
• A much larger volume of domestic resources must be mobilized to ensure
long-term sustainability in areas such as health care (which in 1995 was 80%
foreign-funded).
I f poverty is to be alleviated in Cambodia, such considerations will need to be
given greater weight in economic strategy. I f this is not done, a number of adverse
consequences are likely to follow: growth of the market economy will inevitably lead to
even wider income disparities; a concentration on macro-economic stability without an
adequate social policy in place will cause additional hardship; and the development of
private enterprise alone is unlikely to create sufficient rewarding employment
opportunities. Cambodia is currently banking on the trickle-down effects of rapid
economic growth to alleviate poverty. Experience has shown that such a strategy is
commonly ineffective.
What are the implications of this analysis of Cambodia's social and political
development for the nation's health conditions? While health care is a special need that
requires careful consideration in its own right and cannot be reduced simply to
economic policy, socio-economic conditions have a major impact on health. Political
and economic circumstances determine the availability of resources for health services
and the commitment with which health needs are addressed. In Cambodia, the long
period of foreign intervention, domestic conflict and international isolation from the
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1970s has provided severely adverse conditions for the development of health services
and has created an inordinate burden of disease. To cite just one example, both the
American war and the internecine conflict that followed it are responsible for the
estimated 10 million land mines that remain in the Cambodian soil (Davenport). The
several very different forms of government experienced since independence have been
based on radically differing approaches to economic and social policy. None, however,
have been associated with dramatically superior health care conditions. (A fuller
discussion of health care during these periods is included in Chapter 5.)
Consequently, the new attention given to health development in recent years
under the guise of health care reform builds on an extraordinarily slim legacy. In one
sense, health services have had to be rebuilt from scratch. However, recent changes in
economic and political direction have not yet provided the conditions for improvement
of health services. In some respects, the situation appears to be worse rather than better
than it previously was, especially in the lower priority now given to health care in the
allocation of fiscal resources. Budget austerity associated with structural adjustment
and economic transition has been aggravated even further by the inordinate demands of
internal security on government finances. As a result, the further development of health
services is now even more dependent on external resources.
Part 2 deals with the process of health care reform carried out in Cambodia under
these constrained socio-economic conditions, widespread poverty, poor nutrition and an
unsanitary environment. At issue is whether the process of economic growth dictated by
the government will be sufficient to bring about an associated improvement in health
care delivery, or whether health care in fact requires special consideration outside the
realms of economic policy alone. Data from Cambodia is used to analyse these issues.
After considering the methods used for data collection, the next section discusses the
historical legacy of health care in Chapter 5 and the nature of Cambodia's health care
reform in Chapter 6 while Chapters 7 and 8 look at the rationale for the reform and
some of the preliminary results from reform implementation in rural areas. Based on
this evidence, conclusions will be drawn about Cambodia's health care program and
about international health reform policy.
PART 2
CASE STUDY
FINDINGS AND ANALYSIS
Chapter 4. Field-work Methodology
Chapter 5. Health Development in Cambodia
Chapter 6. Cambodia's Health Care Reform
Chapter 7. Reform Policy Objectives
Chapter 8. Rural Health Care in Cambodia
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Science wishes to rid the world of the tension between the
general and the particular by means of its consistent system,
but the world gains its unity from inconsistency.
The main points in this chapter are:
Theodore Adorno
Sociology and Empirical Research
(1976: 77)
• Sound evidence is needed to make a judgement about the aims of health
policy and its likely effects. In Cambodia, however, data are often patchy and
the evidence is incomplete. Rigorous research methods are needed in order to
fill the gaps.
• The case study method provides a comprehensive approach to the study of
real world situations over which the researcher has little control. The case
study method provides a framework within which different sources of data
and a range of data collection methods can be used.
• The most important element of the case study approach is the degree to which
it adds rigour to the research methods. This is achieved by giving careful and
particular attention to the design of the study itself.
• This study draws on three main sources of data, including documentary
evidence, key informants, and rural health surveys. Each methods has its own
requirements for reliability and validity.
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4.1 Evidence from Cambodia
Both socio-economic conditions and macro-economic policy impose clear
constraints on the implementation of health care reform in Cambodia. What is the
evidence, then, that these constraints have been suitably addressed or that the policy
adopted is appropriate to the circumstances in which it is to be implemented?
As in other developing countries, data on health and health services in Cambodia
is often patchy. Official statistical information from national and health sources is often
inconsistent or unreliable. There is frequently a lack of official documentation and clear
gaps in the reporting and analysis of circumstances and events. There are also relatively
few secondary sources on health care in Cambodia. In general, information about health
and health care has been produced in various ways and at various times by a variety of
organisations including not only the government and the health ministry but a large
number of UN organisations and NGOs. Moreover, the presentation and the
interpretation of data is often influenced by cross-cultural factors and by language
difficulties (where external advisors have no knowledge of Khmer or where Cambodian
officials are required to work in a second language). Only in the 1990s did the more
consistent keeping of records by the main health authorities and more consistent
national data collection begin. Surveys of national health conditions (Ministry of
Health, 1998c) and health care demand (Ministry of Health, 1998b) have been carried
out (although some of the results have been inconclusive). In the circumstances, no
single source of evidence or research method could provide a complete picture of the
situation.
To address the limitations of the existing data, this study began with a 'logical
structure' (WHO, 1994) or a 'logic of design' in the sense described by Platt (1992:
46):
[The case study method begins with a] logic of design ... a strategy to be preferred when
circumstances and research problems are appropriate rather than an ideological
commitment to be followed whatever the circumstances.
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The design guided the study from an investigation of the theoretical and social context
through the collection and analysis of data to recommendations for further research and
action (see Chapter 1). This method was 'logical' in the sense that it followed a strict
process of linking the evidence to the actual context of the study; it was not designed to
prove a case but to raise questions for further analysis. Figure 4.1 illustrates the case
study design.
Figure 4.1 Model of the data analysis process
INPUTS OUTCOMES
Input variables Relationship between
input and output
CONTEXT variables IMMEDIATE
of the OUTCOMES
case-study Health care policies
Economic transition and plans
Health status
INTERMEDIATE
PLAYERS AND OUTCOMEs
PERSPECTIVES Cambodia's Infrastructure,financing, administration
1. International HEALTH INTENDED
organisations I- REFORM OUTCOMES2. MoH and health Health-seNice ULTIMATEprofessionals POLICY indicators OUTCOMES3. Health projects 1. Content
4. Community 2. Process Health-seNice
demands indicators
EXPLANATION BUILDING:
Establish the sequence of events; link policies with observable outcomes
LESSONS
Actual
outcomes
Cambodia's
HEALTH
REFORM
PROGRAM
Compare
actual
outcomes
with
predicted
outcomes
It must be noted that at the time of the study only immediate outcomes were
apparent; intermediate and ultimate outcomes will be observed only in the coming
years. Only a preliminary comparison of actual with predicted outcomes was therefore
possible. Because it was too early to evaluate the outcomes of the health care reform,
the aim in this research was to analyse policy and its expected impact. The purpose was
to understand the origins of Cambodia's health care reforms and the objectives of the
main players involved in the development and implementation of the reform policy.
Key events and issues and specific instructive cases were assembled to acquire in-depth
knowledge about the formation of the reform policy and its meaning - its
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appropriateness, acceptability, and feasibility - as an 'explanatory' (Yin, 1994a) or
'instrumental' (Stake, 1994) case study.
While no one particular 'case study' approach was used here, the research
borrowed mostly from the approach developed by Yin (1994a). The single most
important feature of the case study design is to establish rigour in the research (see
Chapter 1). Additionally, the case study approach provides for the appropriate use of
multiple sources of evidence. In this research, Yin's methodology was adapted to the
needs of a broadly based study of national health policy and services. The main design
components identified by Yin and the approach adopted in this research are
summarised in Table 4.1. This chapter considers both the design elements of the case
study as a whole and the approach used for data collection, covering documentary,
qualitative and quantitative methods. The following four chapters analyse in tum the
data taken from the different sources of evidence.
Table 4.1 Components of the case study design
Design component Case study of Cambodia
1. Unit of analysis 1. Health reform policy in Cambodia 1993-1998 and 'embedded
cases' (Chapter 1, Section 1.5.2, Context and unit of analysis;
Chapters 5 and 6)
2. Theoretical propositions 2. Market-based reforms are unlikely to satisfy health needs;
developing countries are subject to market failure; government
spending is necessary a mechanism for income redistribution;
foreign assistance is a prerequisite for reform; state intervention in
health care is necessary (Chapter 1, Section 1.5.2, Theoretical
propositions; Chapter 2)
3. Case study questions 3. What health care reforms were adopted in Cambodia; why was the
program developed; how were reforms implemented? (see Research
Protocol: research question; supplementary questions; Chapter 1,
Section 1.3 Aims, 1.6 Research questions)
4. Logic linking the data to the 4. The technique of explanation-building: identifying the relationship
propositions between health care reforms and health service delivery (see Case
Study Design: Data analysis; Chapter 9).
5. Criteria to interpret findings 5. Health service improvements; coverage; utilisation (see Case
Study Design: Ultimate outcomes; Chapter 8).
Source: Adapted from Yin (1994a)
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4.2 Case study design
To satisfy the needs for design as the key element of the case study method, both a
Case Study Protocol and a Case Study Design Document were developed for use in
field work and data collection (see Appendices E and F). These documents discussed the
purpose of the research, the key features of the case study method, the procedures for
field visits, and the use of different data collection methods.
As described in Chapter 1, three field trips were carried out to collect data.
Primary data collection involved both the conduct of key informant interviews with
local and international policy makers and carrying out a survey of district-level health
service delivery and community health seeking behaviour in collaboration with the
Ministry of Health and UNICEF. Approval was granted by the Deakin University Ethics
Committee (DUEC) for carrying out both the key informant interviews and the surveys
and the Ministry of Health gave its written consent for the use of the survey data in this
thesis (see Appendix D for copies ofDUEC ethics approval and the Ministry's letter of
approval). The opportunity to collect household level data through the community
survey meant that carrying out intended focus group discussions proposed in the
original research protocol was not necessary. I therefore decided to substitute the survey
for the proposed focus groups in data collection. The addition of survey data collection
acted to strengthen the design by broadening the sources of information.
The research used both quantitative and qualitative research methods, including:
• Historical and contemporary documentation and secondary sources about health
and health policy in Cambodia;
• Key informant interviews about the formulation of the health reform policy;
• A quantitative survey of regional, rural health service delivery and utilisation.
The ability to draw on multiple sources of evidence is a strength of the case study
technique (Yin, 1994a: 8, 13)and helps to alleviate the inherent problems encountered
in conditions where reliable information is not easily available. The prior analysis of
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secondary and documentary sources formed the basis for the development of research
questions, and continued through the course of the study as newly published material
became available. Given the relative lack of reliable official data, an important feature
of the research approach was to talk directly with the people responsible for developing
the health reform policy in order to understand their motivations and intentions.
Qualitative data collection was supported by the Case Study Design Document, which
identified key informants and outlined interview questions and procedures, and
quantitative data collection by a the survey design (Annear, 1999).
Table 4.2 Sources of evidence and research strategy for Cambodia case study
Source of evidence Strengths Weaknesses Research strategy
Documentation • stable: can be • retrieveability can most available data(Health reform repeatedly reviewed be low is accessible
documents as well as • unobtrusive: not • biased selectivity, aim to collect allpublished official created as a result of if collection is relevant data
economic and health the case study incomplete
statistics)
• exact: contains • reporting bias: report all valid
exact names, may reflect (unknown) contradictory data; c.f.
references and details bias of author documentation
• broad coverage: • access: may be
use both informal
long span of time, deliberately blocked and official channels
many events and many to access to data
settings
Interviews • targeted: focuses • bias due to poorly refine questions(Key informants) directly on case study constructed questions after each interview
topic • response bias: triangulate data;
• insightful: inaccuracies due to have informants editprovides perceived poor recall interviews
causal inferences • reflexivity: use circuitous and
• in depth: seeks interviewee gives what neutral questioninginformant attitudes and interviewer wants to
intentions hear
Surveys • quantifiable and • indicates only supplement with(Households and provable extent of phenomena qualitative methods
health facilities) • representative: of not meaning
entire population in • cannot indicate supplement with
sample frame quality of observed interviews,
• researcher does occurrences observations
not manipulate data • bias is sometimes use rigorous
collection method inherent in method methods
• tests hypotheses • only generalisable
compare with
against empirical to survey population similar surveys and
evidence national studies
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The strengths and weaknesses of the various forms of data collection used in the
research and the strategy adopted to ameliorate the shortcomings of each are outlined in
Table 4.2. For each of these methods, the requirements for rigour, validity and
reliability are discussed in the design documents and in the following chapters. A
further question is how valid are the results, taken as a whole? Answering this question
involves three levels of the research: the case study design; the qualitative research
techniques; and the quantitative research techniques. The first step in establishing
rigour in the research was to construct a clear and precise research design. The second
step was to develop rigorous methods of data collection. Thirdly, attention was given to
identifying and accounting for evidence that displayed bias. This approach addressed
the need for particular care in data collection with a view to making valid
generalisations from the case in point (Mays & Pope, 1995).
Consistent with the case study approach, a record of documentation,
observations, interviewing and surveying was maintained during data collection. A
database of case study activities and records was constructed to provide for independent
assessment of the research results. The database includes a diary of activities,
notebooks recording fieldwork discussions and observations, and an electronic record
of case study design, data collection and data analysis. Among the items in the data
base are theoretical summaries, a bibliography of international and Cambodian sources,
the case study design, statistics on key informants, and survey questionnaires and
results.
Using the different sources of information, the data was triangulated - or cross
checked - to ensure its accuracy. Triangulation of data involves the comparison of
different sources of information and different methods of data collection. The different
types of information collected are classified by sources of data in Table 4.3.
Triangulation was applied here not in the strict sense sometimes required by qualitative
methodology (Marshall & Rossman, 1995) but within the parameters of the broader
case study approach. In particular, the purpose of this triangulation was to identify
theoretical weaknesses and contradictions in the health reform literature and to identify
elements of mis-reporting and bias in the different sources of the data.
Table 4.3 Prorile of the data-collection process by sources and types of data
Data collection Jlrocess
Sources of data
Total program Intermediate units
Types of International Cambodian records Health care records MoH,IO,NGO
information records and and documents and statistics projects and
J. documents documents
International health Origins and Examples from other International health Understanding and
care reform policy principles of health countries and health-care acceptance of health
care reform statistics (WHO, WB, care reform policy
UNICEF, ADB)
Health planning International context Content and nature of Indicators of success Content and
issues in Cambodia of health care reform the health care of health care reform objectives of reform
reform program policies
Role of Different health care Drivers of reform and Cambodian health Priorities, objectives,
International reform models experience of care statistical data outcomes
Organisations program
(IO's) implementation
Role of Ministry of Assessments of Drivers, aims, plans Cambodian health National and regional
Health (MoH) international and guidelines of care statistical data objectives and
organisations reform outcomes
Role of Non- Social practice and Project Main health care Project rationale,
Government experience implementation: activities and project data,
Organisations aims, objectives, outcomes behavioural evidence
(NGOs) constraints, outcomes
Implementation of Information from Regional and local Project outcomes and
health care reforms national and regional service delivery and achievements,
surveys and reports utilisation immediate outcomes
- - - - - - -
---_.-
----- - - - - - -
Individuals
Interviews with Interviews with
health planners health workers
Knowledge of and
attitude to health care
reform policy
Origins and aims of Outcomes of regional
the reform program and local initiatives
Role of lOs; drivers Benefits of 10
of reform support
Role of Ministry of Benefits of MoH
Health; drivers of policy and practice
reform
Role and values Benefits of NGO
policy and support,
outputs, constraints
Monitoring and Knowledge, attitude
evaluation; and practice of health
immediate outcomes care and service
delivery and
utilisation
I
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The ultimate aim of this approach was to make a plausible explanation of the
origins and effects of health reform in Cambodia. In such studies the minimum
requirement is that the research be reported in sufficient detail that the reader can judge
whether the methodology was appropriate to support the results (Gifford, 1998: 552).
As an explanatory study, the research was concerned with identifying valid connections
between the health reform policy and service delivery outcomes. The timing and the
nature of the research made these connections both prospective (as implementation had
only just begun) and indirect (due to the inherent difficulties of establishing causal
relationships between health policy and health outcomes - see Janovsky & Cassels,
1995c: 15-16). As part of the logical structure of this study, the analysis involved
constructing conceptual arguments linking different aspects of the evidence. Making
the derivation of evidence clear by maintaining a retraceable path from initial research
questions to ultimate conclusions, one which an independent observer could follow, is
sometimes referred to in case study terminology as constructing 'chains of evidence'
(Yin, 1994a: 98-99).
The study design drew on the growing literature on the issue of rigour in
qualitative research (Gifford, 1998). To meet criteria for the 'soundness of the research'
(the most important measure highlighted in the literature), the following common
research principles were adopted:
• The research must be credible with relation to the level of detail about the
purpose of the study and its conduct;
• The findings must be trustworthy, and must be transferable or generalisable to
similar situations, supported by a clear statement of the theoretical basis of the
research;
• Dependability of the data must be established by a clear statement of changes
made during the conduct of the study;
• The results must be confirmable against the data and be supported (for
example) by feedback from the subjects of the research or peer review.
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Within the case study approach, a number of design features were included to
establish rigour, reliability and validity (Yin, 1994a). First, care was taken to establish
as far as possible the correct operational procedures for the research, including the
cooperation of key personnel within the Ministry of Health and the international aid
agencies. Care was also taken to distinguish genuine relationships between different
elements of the reform process from unsubstantiated opinion (for example, by revealing
the infrequent reference to the detail of international policy documents in national
policy formulation, by describing the response of Ministry policy makers to reform
initiatives proposed by the international agencies, or by identifying the discontinuity
between health service improvements and health outcomes - see Chapter 7). As a single
case study of an international phenomenon, care was exercised in establishing the
domain of international health policy to which the findings could be generalised (that
is, to similar poor developing countries). In line with these general principles, the
following sections outline the procedures used for the three different methods of data
collection.
4.3 Policy documentation
In 1994 the World Bank (1994,99) commented that:
The Ministry of Health has begun rebuilding a national health system through an intensive
process of health policy development and program planning.
Chapter 6 analyses this documentation on the development of the health care reform
program, based on an understanding of health status in Cambodia. Chapter 5 analyses
published official documentation on morbidity and mortality. Documentation used in
each chapter covered both primary and secondary sources as well as both the official
and the 'grey' literature. The study used contemporary as well as historical records and
employed techniques similar to those used in historical documentary research (Neuman,
1997). These documents were related primarily to the planning and policy process
rather than to commentary and interpretation, and so problems of understanding their
true meaning were not significant. As well, key informants provided the opportunity to
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review and confirm elements of the documentary evidence. Documents were chosen
from those readily available at the time of the research and through contact with those
involved in the policy process.
Rather than a 'sample' of documents the attempt was made to collect as much as
possible of the known and relevant material. From this, what was most relevant to the
purposes of the research was selected, and no problems with authenticity were
encountered. The documents were read 'with an open mind' as a source of information
and used as a means to understand the intent and nature of the health care reform
policy. Both official and grey documentation provided credible sources of information,
though care was taken to identify any inherent distortions, such as distinguishing
rhetoric from reality or plans from achievements. Secondary sources including journal
articles and newspaper reports were also used, some treated as documentation and some
as part of the literature. Relatively few such sources were in fact available. In each case,
such commentaries were treated critically.
A substantial primary and secondary documentation of the reform process was
available, covering the main reform initiatives during the 1990s as well as project
reports and other descriptive material. Much of this literature was available in English.
Some was available in French and read in the original, with the assistance of a
translator where necessary. Documents written in Khmer were read, or translated into
English, with the assistance of a Cambodian translator. Most of this material was
available for analysis (see Chapter 6 for a chronological list of the main documentation)
and documents were collected as widely as possible from the following areas:
• Published documents of the Government of Cambodia and the Ministry of
Health;
• Published reports from international organisations including IMF, World Bank,
ADB, UNDP, UNICEF and WHO;
• Project documents and reports of international and non-government
organisations working in the health sector in Cambodia;
• Historical reports (including French colonial archives in Phnom Penh);
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• Published commentaries and other secondary sources about the health situation
in Cambodia (past and present);
• A range of academic journals that focus on Asian issues;
• Newspapers and periodicals specialising in Cambodian and Asian affairs;
• Unpublished theses (from English-, French- and Khmer-language institutions);
• A wide range of secondary sources on Cambodia's historical and socio-economic
development;
• Official statistical information from the Ministry of Health, the Ministry of
Economics and Finance, and the Ministry of Planning, The National Public
Health Research Institute (NPHRI) and the National Institute of Statistics (NIS);
• Published statistics from the World Bank, ADB, the IMF, UNDP, UNICEF,
UNFPA, WHO and other international agencies.
In many cases the documentation was the source of information which was
further discussed with the key informants or reinforced the information gathered during
key informant interviews. It covered the issues of national health planning, health
coverage and infrastructure, the health information system, health financing, district
health organisation, special district development programs and health centre guidelines,
reform pilot projects and local health delivery projects. Archival documentation on the
historical context of health and health reform was collected from the Cambodian
National Archive.
4.4 Key informant interviews
Data on Cambodia's health reform policy collected during key informant
interviews is analysed in Chapter 7 along with notes of discussions and other
information gathered informally during field work. Using qualitative methods of data
collection and analysis, the purpose was to understand why the reform policy was
adopted, how it emerged, and its objectives (Gifford, 1996). A number of 'embedded
case studies' (Yin, 1994a: 41-44) were used to investigate different aspects of the
reform. Key informant interviews were conducted as the best way to get information
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about, to understand the motivations for, and to draw a picture of, a policy-making
process that had taken place over a number of years and through a number of agencies.
Specific criteria were established for the selection of key informants, who in
general were those with special knowledge about, and special responsibilities for, the
reform process, supplemented by health workers closer to the point of implementation.
Key informants were therefore people with expert opinion who were particularly
knowledgeable or articulate and who had insights useful to an explanation and
clarification of the policy process (Patton, 1990). The purpose was to identify the
groups of people who had characteristics relevant to the study with the aim of
interviewing as many as possible of the most important decision makers. Key
informants were chosen from geographical sites with a national focus, were mainly
located in the capital Phnom Penh and in provincial centres, were exclusively health
care planners or providers rather than communities or health care recipients, and were
attached to the Ministry of Health or one of the major development organisations (see
Mays & Pope, 1995).
Accordingly, key informants were selected from those who qualified according to
one or more of the following criteria:
• Working for the Ministry of Health, WHO, UNICEF, UNDP, another relevant
UN organisation, the ADB, the World Bank, the IMF or a local or international
NGO working in a relevant health area in Cambodia at some time during the
years 1993-1998;
• From the headquarters of relevant international organisations including WHO
and the ADB, with particular knowledge of health reform or conditions in
Cambodia;
• Holding a position of responsibility in one of the nominated organisations;
• Responsible directly or indirectly for the formulation or the implementation of
the health reform policy;
• Having a thorough knowledge of the health reform policy;
• Involved in the implementation of health policy at national or district level;
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• Involved in a project related to health reform or relevant health care activities.
The attempt was made to interview as many as practicable of those within the health
ministry and international organisations who qualified for selection according to the
criteria. In general, the coverage of those eligible as key informants under the criteria
was high. However, the point was not to undertake a statistical representation of policy
issues but to collect views representative of the various players in the policy process.
Over all, discussions were held with more than 100 people during the course of
the field work inside and outside Cambodia. Of these, 33 were nominated formally as
key informants who provided written, informed consent to participate in the interview
process (for a copy of the consent form see Appendix D). Some of the key informants
were interviewed more than once. The interviews were confidential. Interviews were
tape recorded only if this was in accordance with the wishes of the informant but not
otherwise. A number of interviews were conducted in the Khmer language with the
assistance of an interpreter. No hostility or uncertainty was evident among the
informants, who in every case had a good relationship and often prior experience with
the researcher. In most cases transcripts of the interviews taken from tape recordings or
hand-written notes were returned to key informants for their comments and corrections.
The composition and nature of the key informants is described in Table 4.4.
Seventeen of the 33 key informants were of Cambodian nationality and the remainder
mainly international project workers and advisors working in Cambodia from a range of
countries comprising Australia, Belgium, Britain, France, Holland, Sweden and the
United States. Only four (or 12%) of the key informants were women, reflecting the
uneven gender balance in the relevant areas. Women are found in large numbers in the
health sector but among top decision makers men still dominate. Twenty-eight of the
interviews were conducted in English (of which 13 informants spoke Khmer as a first
language) and five in Khmer with an interpreter. Tape recording was used in 15 of the
interviews.
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Table 4.4 Profile of key informants
ITEM Number Per cent
Interviews
First interview 33 100.0
-- of which, second interview 8 24.2
Organisation
Ministry of Health 14 42.4
International Organisations 12 36.4
NGO 4 12.1
HQ 3 9.1
Total 33 100.0
Position
Director or deputy director 18 54.6
Advisor or consultant 6 18.2
Program or project manager or officer 5 15.1
Secretary or Undersecretary of State 3 9.1
District director 1 3.0
Total 33 100.0
Nationality
Khmer 17 51.5
US 3 9.1
Dutch 3 9.1
French 3 9.1
Swedish 3 9.1
British 2 6.1
Australian 1 3.0
Belgian 1 3.0
Total 33 100.0
Location
Phnom Penh 25 75.8
Geneva 2 6.1
Takeo 2 6.1
Kampong Cham 1 3.0
Prey Chhur 1 3.0
SiemReap 1 3.0
Manila 1 3.0
Total 33 100.0
Sex
Female 4 12.1
Male 29 87.9
Total 33 100.0
Language
English 28 84.8
Khmer 5 15.2
Total 33 100.0
Tape recorded?
Taped 15 45.5
Not taped 18 54.5
Total 33 100.0
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Apart from the Ministry of Health, which accounted for 14 (42%) of the key
informants, 12 (36%) were from international aid organisations, three from the
headquarters of the international organisations and four from non-government
organisations. These organisations included M6decins Sans Frontieres (MSF),
Medicam (an NGO coordinating group), Swiss Red Cross (SRC), the Transcultural
Peoples Organisation (TPO), the ADB, UNDP, UNICEF, the WHO and the World
Bank. After the Ministry, UNICEF and the WHO provided most key informants (30%
of the total). The areas of work from which informants were chosen included Ministry
officials, national institutes and hospitals, provincial health offices and hospitals,
planning and project implementation, the delivery of basic and district health services,
and human resource and financial administrators. Twenty-five (76%) of the key
informants were located in Phnom Penh, five in provincial centres and three overseas.
Sixty-three per cent (21) of the informants were directors of national programs, country
program directors or leaders of the Ministry, and 24% (8) were advisors or project
leaders.
The interview process was designed to collect information on the health care
reform. Opinions were sought from all sides of the discussion. Interviews were semi-
structured and open-ended, using a prepared list of questions, from which the interview
departed as the occasion demanded. The interviews were based on a flexible prepared
list of topics from the Case Study Protocol about the nature of the reform policy and the
reasons for its introduction (Appendix D). From the longer list of topics a tailored list
of questions was prepared for key informants at each of the major organisations
according to their position and expected knowledge. The questions were shown to key
informants at the opening of the interview, were not taken in any specific order, and
were presented in an open-ended way that allowed the discussion to be freely flowing
(see Patton, 1990; Willms & Johnson, 1993). Leading questions were avoided as far as
possible, and where necessary techniques like circuitous questioning were used to
establish the accuracy of interviewee responses (though in practice few such episodes
occurred). Those occasions where data or responses from different sources varied or
where there were contrasting or conflicting opinions were noted.
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4.5 Rural health care survey
Surveys of government health facilities and of households' health seeking
behaviour were conducted at 28 health-centre sites and in 1561 households in four
Cambodian provinces, or 'khaet' (Battambang, Kandal, Siem Reap, Svay Rieng - see
Maps 4.1 to 4.5). Because the scope of the survey and the time and available to carry it
out precluded the use of a strict random sample, a baseline cross-sectional survey using
standard cluster sample methodology was carried out (for a description of the survey
methodology see Appendix F) . This method is now commonly used for regional health
surveys to make surveys more manageable in situations where the resources are limited,
as in most developing countries (Bennett et al., 1991; Ministry of Health, 1998). To
compensate for the loss of accuracy due to restrictions placed on sample selection , it is
common to increase the size of the sample well above what would be required to
establish validity using full random sample methods.
Map 4.1 Location of provinces containing survey sites
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For sample selection under the cluster sample method, the populations of the
survey areas were first divided into specific clusters (based on geographic location). A
number of clusters were randomly selected. From the clusters, the sample was then
randomly selected. Full definitions of the terminology used in the survey are presented
in Chapter 8. Briefly, however, the survey was conducted in four different survey
'groups' which differed according to service delivery characteristics; a 'site' was a
geographical area within which a health facility and survey clusters were located; a
'facility' was any structure that delivered government health services; each 'cluster'
comprised households taken from a single 'village' (with one or two exceptions) and
each village comprised a number of households; each 'household' comprised a mother,
her spouse (if any) and her children.
A three-stage stratified random cluster sample selection process was used to
choose the sample. In the first stage of sample selection, health centre areas meeting
eligibility criteria (outlined in Chapter 8) were nominated for each of the four survey
groups (A, B, C and D) and two health centre survey sites were randomly selected for
each group in each of the four provinces surveyed. In Kandal province, no sites met the
eligibility criteria for Groups C or D, and in Battambang province none met the criteria
for Group D.
In the second stage 30 clusters were randomly selected for each of the four survey
groups. Each cluster comprised a village from which the sample households were
selected. To select the clusters/villages, all villages in the selected survey sites across all
four provinces were listed according to their commune location. This was done
separately for each survey group. The population of each village was listed and a
cumulative total of the population calculated. The population figures were supplied by
the Planning Unit at the Ministry of Health and used in health coverage plan
calculations for defining operational health districts. The total population for each
group was then divided by 30 to establish the sampling interval 'k', i.e. the interval at
which a sample cluster/village would be selected from the cumulative population total
working from the first listed village down the list. The first village on the list was
selected and then the sampling interval k added to the cumulative population total. Each
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cluster/village at which the "kth" number fell was selected until 30 clusters had been
chosen. The probability of selecting a village was therefore proportional to its
population.
ill the third stage, a map of each village was provided by commune officials and
the houses divided into groups of about 50. One group of households was then
randomly selected. Within each cluster, 7 households with a child 0-11 months and 7
households with a child 12-23 months were selected at random. These age groups were
selected to include women who had required maternal or obstetric care in the prior
twelve months and to include children eligible for immunisation in the prior twelve
months. The sampling rules therefore included the selection of households with
stillbirths and those where children 0-11 months had died in the previous 12 months.
Where a house had more than one eligible child with a different mother the mothers and
their families were each treated as a separate household. The selection process was as
follows: the interview team entered each of the village-clusters and used a spin-the-
bottle technique to identify the first survey household and then moved in a pre-
determined semi-circular or linear pattern to select subsequent qualifying households.
This process was continued until the 7-14 households with children in the nominated
age groups were selected (in some cases the two age groups could be found in one
household).
Calculations were made for sample size as follows. For the facilities survey,
survey sites were selected in stage one of the sampling procedure and all health
facilities in those areas were included in the survey (with one exception - see below).
For the households' survey, the expected response rate to ante-natal care by households
with a child 12-23 months was used as the main variable to determine the appropriate
sample size. Using the Epi illfo 6 Statcalc program (Dean et aI., 1995), the minimum
sample size per survey group was calculated at approximately 80 households using
confidence limits of95% with absolute precision of +/- 10%. For the calculation, an
expected population proportion of 30% for ante-natal care coverage was applied for an
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assumed population of 4000 households with a child 12-23 months.2 The result was
consistent with WHO sample size recommendations for population health surveys with
specified absolute precision (Lwanga & Lemeshow, 1991: 1,25). Applying a factor of
two for the design effect associated with clustering, the required sample size would be
approximately 160. In practice, the household survey used WHO cluster sample
methodology that recommends seven respondents selected in each of 30 clusters
(source). This produced a sample of 210 households for each ofthe two age groups (O-
Il months and 12-23 months) in each of the four survey groups. Ultimately, the survey
included 30 health facilities across the 28 selected health centre areas and 1561
household respondents.
Sample selection was based on UNTAC popUlation statistics collected for the
1993 UN-sponsored national elections, which may have introduced bias into the
sampling frame by under-estimating some population figures. The previous full
national population census was in 1962, and no new census was published until 1998.
For the facilities survey the small number of observations in each survey group was a
potential source of bias in the interpretation of survey results. Consequently, during
data analysis Fisher's exact test was used for the comparison of categorical variables
between selected groups. In all cases the Kruskal-Wallis test was used for the
comparison of continuous variables across the four groups. The median was selected as
the most appropriate measure of averages for continuous variables as distributions were
in most cases not normal but skewed on one side or the other. All mention of averages
therefore refers to median numbers.
The survey instruments drew heavily on previous questionnaires developed for
the 1997 MoHiADB Baseline Survey for Health Service Coverage and Health Facilities
Pilot Project for Contracting of Health Services (ADB, 1998b). The questionnaires were
2 This is a generous estimate of household numbers given a total population per survey group of
between 86,124 (Group A) and 100,147 (Group D), or approximately 20,000 households given a national
average family size close to 5 (CENSUS) and assuming that in every household at least one person was
in the age group 12·23 months (a generous assumption). In fact the total number of households with a
child in this age group may be half this number.
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originally prepared in English and were supplemented and amended for the
MoHlUNICEF survey. New questions were translated into Khmer and included with
the original ADB translations. The entire translations were then checked for accuracy
by a Khmer translator from the UNDP and corrections made. Further checking and
corrections were made by Khmer staff at UNICEF. Additional amendments to the
translations were made as a result of the interviewer training exercise and the
questionnaires were pre-tested through a field visit during the pre-survey interviewer
training program. The survey instruments are attached in Appendix G.
Interviews with facilities' staff were conducted in Khmer by two interview teams,
each with a staff member from the Ministry of Health and from UNICEF. For the
households' survey data collection, 40 Ministry of Health staff (36 women and 4 men
with previous experience in data collection for the MoH/ADB baseline survey) were
recruited from two provinces not involved in the survey. Five day's training was
provided for the interviewers at UNICEF in Phnom Penh where the content and the
nature of the questionnaire were systematically covered. These interviewers worked in
two teams of 20 under the supervision of two Ministry of Health and two UNICEF
supervisors to conduct the interviews at household level. The data was entered
electronically using Microsoft Access database (Microsoft, 1997) and analysed using
the Epi Info 6 program (Dean et aI., 1995).
No account was taken of possible socio-economic differences or other
predisposing factors (apart from their rural location) in the selection of health centre
catchment areas in each survey group. There were three main reasons for the
assumption that conditions would not vary greatly between groups: 1) all sites were
located in rural areas; 2) for each survey group survey sites were selected from different
provinces with wide geographic dispersion; and 3) each group included both more
accessible and more remote sites. It was assumed therefore that health status and socio-
economic conditions were relatively uniform across the populations. (Some effects of
socio-economic variations were detected in the data analysis and are reported below.)
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The reliability of the survey instruments was established by the use of very similar
instruments in a previous survey (conducted by the ADB) and by amendments made
following the earlier surveys and after pre-testing the new survey instruments. In
practice, reliability was indicated by the fact that the survey results were consistent with
the previous surveys. Representative reliability (that the responses were similar across
the four survey groups) was indicated by the fact that survey data reflected the expected
results consistently across the survey groups. Described below are the measures taken to
ensure as far as possible that the results accurately reflected the conditions of the survey
popUlation (face validity) and that the results across the four survey groups were
comparable (internal validity). No attempt was made to draw inferences from the survey
about health delivery or health seeking behaviour across Cambodia in general. Such
external validity could be established only by further investigation. (For an explanation
of sampling and non-sampling biases, see Fabricant & Harpham, 1993).
Completed questionnaires were checked in the field to ensure all questions had
been satisfactorily answered and that the responses were consistent where questions
referred to the same concept. (Even so, data analysis revealed some inconsistencies in
questionnaire responses - see Chapter 8.) Facilities' data that appeared inconsistent was
re-checked with the respondents and in some cases responses were checked against
facilities' records. Selected survey households were randornlyre-interviewed to check
for recording accuracy. The conditions between the four survey groups were similar and
both teams of interviewers were used to survey households and facilities across all four
groups.
Some inconsistencies discovered in the data during analysis indicated that, as
both the households' and the facilities' questionnaires were prepared in English and
translated into Khmer, the meaning of some questions was not completely clear either
to the interviewers or to the interviewees. Certain definitions, such as 'health centre'
compared to 'commune clinic' (see Chapter 8), were not clearly understood. This
problem became evident when certain unexpected results in the facilities survey were
rechecked at the original facilities and discrepancies found in the definition of the
facilities concerned (leading to the deletion of one Group A facility from the database).
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Also, by selectively re-interviewing households it became apparent that where a 'no'
response to a question in the households' survey led to skipping over subsequent related
sections of the questionnaire there may have been a bias among interviewers to record a
negative response in order to save time. In some cases a 'no' response had been
recorded where respondents during the re-interview indicated a 'yes' response was
more accurate. In other cases inconsistencies in the data indicated the response had
been incorrectly recorded. During analysis, errors were detected in the translation of
certain questions that affected data analysis. For example, in the section on facility
management 'health centre management committee' had been translated simply as
'staff meetings' and 'community feedback meetings' simply as 'meetings with the
community' .
For the facilities survey, interviewers from the Ministry of Health and UNICEF
may have been perceived by respondents as conducting an official evaluation rather
than an objective survey of facilities and may have led to a recording bias towards over-
reporting of achievements and under-reporting of shortcomings. Respondents to the
facilities survey were drawn from the staff of the health centres and commune clinics
surveyed and relied on their knowledge and recall about the past and present activities
of the facility. It is known that the difference between the actual work of the facilities
and the respondents' recall or their perception of what the interviewer wanted to know
may bias a survey based on respondent recall. Additionally, facility records and reports
were investigated and a physical observation of the facility conducted to verify
interviewee responses.
Interviewers for the households' survey were selected from provincial and district
Ministry of Health staff not working in the four provinces where the survey was
conducted, mainly comprising administrative and nursing staff. While they had
previous experience in data collection, their lack of expertise in conducting a random
survey in some cases led to prompting of respondents or assuming incorrectly certain
knowledge about the respondent's situation. It was not possible to determine the extent
to which there may have been over-reporting of medical practices and under-reporting
of traditional health practices. Random checking during the data collection indicated a
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high level of consistency in properly completing questionnaires, with few missing
responses or inconsistencies. One example of recording bias may have been the under-
reporting of still births in the households' survey due to the fact that interviewers may
have neglected in many cases to identify households at which there was no living child
in the 0-23 months age group but where a still birth (or early death) had occurred in the
previous 23 months.
Respondents to the households' survey comprised mainly the mothers of children
in the appropriate age groups though sometimes other members of the family.
Inaccuracies associated with self-reported data relying on respondent's recall were not
especially evident except where reported information (such as infants yellow cards for
inoculation) differed. The accuracy of responses on issues related to pregnancy and
child birth can not be guaranteed in those cases where family members other than the
mother appeared as respondents. However, such cases were very few. Interviewers were
instructed to conduct interviews in private to ensure the accuracy and confidentiality of
responses. In practice this proved extremely difficult as family members or neighbours
gathered to observe the interview. Responses on birth spacing and pregnancy issues
could therefore reveal some bias.
Examples of inconsistencies in the data would include the following. Some
respondents who indicated at one question that they consulted a government service for
treatment indicated inconsistently at later questions that the particular provider was not
a government service. Some responses as to why a government service was not
consulted did not correspond to those respondents who indicated a non-government
service was chosen. In some cases respondents answered yes to questions about
receiving TT vaccination after earlier indicating that no such service had been received
at all. Another example involved responses to questions about care providers and costs
of births and deliveries in the previous twelve months from women who had earlier
indicated that they had not, in fact, been pregnant. Similar inconsistency occurred with
questions related to the contraceptive methods that had been used by women who also
indicated they were currently pregnant. The data was amended where responses were
clearly wrong and records deleted where responses were ambiguous.
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4.6 Summary
The case study can be regarded as a thing to be studied or a method of research.
Both meanings are appropriate for the current research. The health care reform process
in Cambodia has been studied as an example of a general phenomenon, and methods
based on logical argumentation and rigorous design have been used in the collection
and analysis of data. Because of the limitation of official documentation,· three different
sources of data were used to construct a comprehensive and consistent view of the
health care reform policy. The approach was to create a synthesis of the data collected
from the different sources. The purpose of data collection was, then, not to measure
results but to develop an in-depth understanding of the rationale for the reform policy.
Rigour in the research was established both by adopting a carefully worked out research
design and by meeting the requirements for validity and reliability in data collection
and analysis. In general, there was a high degree of consistency between data sources,
all of which added elements to a single story. Whatever gaps or inconsistencies were
present in the data have been reported in the analysis. This approach provides a suitable
basis on which an evaluation of the health care reform can be conducted in terms of its
intended outcomes. The story that emerges fromthe data analysis is one that identifies
the rationale for the policy, the process of its implementation, and its preliminary
outcomes. In the following chapters, a detailed account of each of the data collection
methods and the results of data analysis are presented. Chapter 5 deals with
documentation on health conditions in Cambodia. Chapter 6 deals the official
documentation on health care reform. Chapter 7 reports on the results of key informant
interviews. And Chapter 8 reports on the results of the regional health care survey.
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Chapter 5
Health Development in Cambodia
He suffered the afflictions of his subjects more than his own
for it is the public misfortunes that are the misfortunes of kings
and not their own destiny]
The main points in this chapter are:
A description of
King layavarman VII
(1181-1218): (Edit des hOpitaux)
• Cambodia is at the first stage of the health transition in which the major
diseases are characterised as preventable, communicable and environmental.
• Little has been inherited from health development in the past. Whatever was
achieved following independence was destroyed in the Khmer Rouge years,
and enforced isolation has prevented real recovery in subsequent years despite
commendable efforts.
• Severe resource constraints have prevented the proper development of the
public health system, which nonetheless provides most of the country's health
infrastructure.
• In the vacuum left by poor quality public health services, unregulated and
unreliable private service provision has grown rapidly. A new balance
between public and private expenditures is urgently needed.
1 In the original French: Il souffre des maladies de ses sujets plus que des siennes car c'est la
douleur puhlique qui fait la douleur des rois et non leur propre destin (Ministry of Information, 1962a)
Chapter Five 172
5.1 A tragic legacy
When the Pol Pot regime was finally overthrown in 1978 only 25 doctors and
three members of staff had survived at the ministry of health to pick up the pieces (Mam
& Key, 1995: 436). Fifteen years later Cambodia entered a new period of development
marked by complex challenges in the health sector. From the overthrow of the Khmer
Rouge to the UN-sponsored elections in 1993, a rudimentary national health system had
been rebuilt. According to Cambodian health officials, the system functioned as well as
could be expected given the extreme difficulties of isolation and a dearth of resources
(Mao, 1997). Even so, health standards and health care delivery remained at very low
levels by international standards. From 1993, with a considerable increase in external
aid, significant changes began, especially at the technical level. This chapter, the first of
two drawing on documentary evidence, uses secondary sources, archival material and
grey literature to investigate the long-term trends in health care and health status and the
way in which resources have been used to develop health services. The next chapter
uses official documentation to analyse the nature of Cambodia's health care reform
policy.
In 1995, the World Bank (1995a, pp. 71-2) reported that Cambodia had "...made
remarkable progress in a short time in developing a national health policy and program
priorities ... to re-establish functioning primary health services through a district-based
health system; to strengthen the national programs aimed at the principal communicable
and preventable diseases; and to raise the capacity [of] the health system overall to
manage resources and perform basic functions efficiently". Even so, the Bank
recognized that, "[t]he health situation in Cambodia remains one of the worst in the
developing world". According to national health policy, the government aims to
improve the health and well being of all people by making full use of the public and the
private health care systems (Ministry of Health, 1996a: 9).
In some respects, Cambodia's main health care problems have persisted since the
1950s (Annear, 1998), and can be grouped into three areas: (i) the need to overcome
preventable diseases; (ii) the need to improve the training of health staff and adequately
to motivate those who complete training; and, (iii) the need to provide accessible health
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facilities of a suitable standard, to equip them, and to provide an adequate drug supply.
Overcoming its health care problems is an ambitious objective given Cambodia's still
limited economic development. Commonly, a very low proportion of national income is
allocated to health care in the least developed countries - 3.8% of GDP on average,
compared to 9.4% in industrialised countries (see Table 5.9 below). In Cambodia, about
8% of GDP is consumed by health care, but this reflects poor health conditions and a
situation of universal poverty rather than an unusual national commitment to supporting
health services (health care is commonly the second largest item of household
expenditure after food in Cambodia - see Chapter 8).
Resources available for the public health system have in fact declined since the
beginning of the 1990s (Ledgerwood, 1996: 16). Clearly, the main problem is the lack
of funding for public health services (see Table 5.10 below). There also appears to be a
serious mis-allocation of health care resources. Of only US$24 per capita spent on
health care annually in the mid-1990s, US$I-2 was provided by government, US$3-4 by
external assistance, and US$19-20 came from household spending (Ministry of Health,
1996a: 3; Ministry of Planning, 1995a). According to one observer (van Pelt & Sok,
1998):
The inadequacy of public health services shifts the burden to the individual ... The need for
patients to pay for treatment in the public health service and the lack of regulation of
private health care leave Cambodians at a distinct disadvantage when illness strikes. For the
poor in particular, the cost of medical treatment is one of the fastest routes into
indebtedness.
A word of caution is warranted. Even where they exist Cambodian health statistics
are not reliable, and especially for the years prior to 1989 are often simply not available.
In many cases mere estimates must suffice. Therefore, many of the tables presented in
this chapter summarise estimates available from several sources and as such cannot be
treated as completely reliable. Where necessary, the 'best fit' has been chosen from
various estimates. Especially for the years prior to 1989, the aim is to use the evidence
to piece together a picture of health reform that illustrates changes over time.
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5.2 The health care situation
Cambodia has a generally poor health record. The leading causes of morbidity and
mortality (Table 5.1) are environmentally determined and medically preventable
diseases that situate Cambodia at the very first stage of the health transition (see Baum,
1998; Bobadilla et aI., 1993; Caldwell, 1986; Mosley et aI., 1993). Additionally, there
are a number of specific health concerns in Cambodia. Because of the demographic
distortions caused by the Khmer Rouge years the health of women and children is of
special importance. Ethnic minorities (30 different non-Khmer groups that make up 5%
of the population) are particularly at risk due to the lack of health services in remote
areas. Widespread injury and death is caused by the presence of ten million landmines
in the Cambodian soil (Davies & Dunlop, 1994). And virtually unknown before 1991,
an HIV/AIDS epidemic equal to any in the world is unfolding in Cambodia today
(Munthit, 1999; Reuter, 1999).
Table 5.1 Leading causes of morbidity and mortality 1995.
Morbidity Mortality
Diarrhoea Diarrhoea
Malaria and dengue Accute respiratory infections
Accute respiratory infections Tuberculosis
Dysentry Malaria and dengue
Tuberculosis Accidents
Source: WHO (1997)
Together with the Lao PDR, Cambodia has the worst health conditions in the
region of Indochina and neighbouring Southeast Asia. As Table 5.2 and Table 5.3
show, Cambodia's mortality rates are higher and access to health services lower than in
most neighbouring countries. The reported figure on access to health services is most
likely overestimated and has been put at less than 25% of the population by the Ministry
of Health (1995: 3). Data from the 1997 Socio-economic Survey (Ministry of Planning,
1997b) indicated that only 16% of villages had a primary health clinic in the village,
only 25% a drug seller, and only 15-18% a private doctor or clinic. Survey data in
Chapter 8 indicates that only 10% of people access government health services as a first
choice. Population access to safe drinking water may also be overstated and could be as
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low as 19% (Ministry of Health & WHO, 1995). The high level of reported
immunisation coverage is also doubtful in light of survey data from the ADB (1998b)
and UNICEF (Annear, 1999).
Table 5.2 Southeast Asia: selected population and mortality indicators by country.
Country Pop Av.an. Life Total CBR CDR IMR CMR
m. growth expect. fertility 1000 1000 10001.b. 1000
rate at birth rate
% years birtbsl
1990-97 1995 woman1995 1995 1995 1996 1996
Cambodia 10.0 1.9 52.9 4.6 36.0 13.1 108.0 170.0
LaOPDR 4.9 2.8 52.2 5.7 44.7 14.4 - 102.0 128.0
Myanmar 45.1 1.5 58.9 .. 28.0 10.3 105.0 150.0
Vietnam 73.8 1.4 66.4 3.0 27.0 7.5 33.0 44.0
China 1220.2 0.7 69.2 1.9 17.3 7.2 38.0 47.0
Thailand 58.2 0.7 69.5 1.8 17.4 6.4 31.0 38.0
Malaysia 20.1 1.7 71.4 3.4 27.0 5.0 11.0 13.0
Singapore 3.3 0.9 77.1 1.7 17.0 5.0 4.0 4.0
Notes: a. MoH estimates 473.
Source: UNDP(1994; 1998); WHO (1995d); World Bank (1999)
Table 5.3 Southeast Asia: selected sanitation and health service indicators by country.
Country Access Access Access Births % Preg. % l-yr olds
to sani- to safe health by women fully immunised b
services trainedtation water tetanus
% pop % pop % pop staff innoc.
%I.b. TB
c.1995 c.1995 c.1995 c.1996 1994 1995-6
Cambodia 24.0 36.0 53.0 "47.0 36.0 90.0
Laos 28.0 44.0 67.0 .. 19.0 62.0
Myanmar 43.0 60.0 60.0 57.0 72.0 92.0
Vietnam 21.0 43.0 90.0 95.0 71.0 95.0
China 24.0 67.0 88.0 84.0 13.0 97.0
Thailand 96.0 89.0 90.0 71.0 72.0 98.0
Malaysia 94.0 78.0 .. 94.0 63.0 97.0
Singapore 100.0 100.0 100.0 100.0 .. 97.0
Notes: a. WHO estImates 29; b. overestImated.
Source: Source: UNDP(1994; 1998); WHO (1995d); Ministry of Planning (1997b);
World Bank (1999)
DPT Polio
1994 1994
33.0 36.0
48.0 58.0
73.0 73.0
91.0 91.0
93.0 94.0
85.0 84.0
91.3 90.3
95.0 93.0
MMR
100,000
I.b.
c.1996
a 900.0
650.0
..
105.0
115.0
200.0
43.0
10.0
Measles
1995-6
72.0
62.0
92.0
95.0
97.0
85.0
81.0
88.0
The special needs of women and children and the traditional health practices to
which many Cambodians tum need further consideration in the broader view of health
care in Cambodia but are beyond the scope of the current research, which focuses on
policy related to modem health care delivery to the population. In fact, the two issues
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overlap. For the past twenty years there has been a disproportionate number of women
in the population due to excessive male mortality under the Khmer Rouge. By 1990,
women still constituted 64% of the adult population (over 15 years) and headed 35% of
households (UNICEF, 1990c: 111). The sex ratio has become more even in the last
decade. According to data from the 1996 demographic survey (Ministry of Planning,
1996b: 13), women constituted 56% of the adult population. In the 1998 census, women
constituted 53% of the total population, compared with 54% in 1980 (Ministry of
Planning, 1998a). Moreover, women and children have a vulnerable social position.
Taken alone, the delivery of maternal and child health services would meet the health
needs of three-quarters of the population (Ministry of Planning, 1996b; see Case 6 in
Appendix I). In effect, most of this care is delivered through traditional healers.
The health and social needs of women have been identified in several key reports
and studies (Prum, 1969; Boua, 1981; 1982; Sonnois, 1990; Ledgerwood, 1992, 1996;
SSWA, 1995; Gorman, 1999;). High rates of fertility, the widespread absence of ante-
natal and obstetric care, and a high rate of abortion are causes of excessive maternal
mortality; women have been the victims of trauma, psychological stress and mental
abuse that commonly cause insomnia, dystony and neurological problems (van de Put et
aI., 1997); many women and girls are subjected to sexual exploitation and abuse and the
threat ofHIV/AIDS infection (Assemby, 1997; Reuter, 1995b; UNICEF, 1995). Despite
their particular concerns, women make up only a minority within public health
employment. Figures for 1987 indicated that women constituted 17% of medical
doctors, 42% of pharmacists, 19% of medical assistants, and less than 50% of nurses
(IWG, 1993). Similarly, the investigation of common traditional health practices
(Eisenbruch, 1998) indicates that illness among children has been linked to
psychological stress, behavioural disorders, social disruption and deprivation.
The kru khmer is the traditional healer in Cambodia. While it is commonly under-
reported, the use of traditional healers is widespread, especially in rural areas (Way,
1995). The ancient hau braUn healing ceremony (calling a distempered 'soul' out ofthe
body) is rarely performed now in its entirety (Thompson, 1996). Kru, however, use a
variety of mystical and magical techniques as well as traditional medications to treat
patients commonly diagnosed as suffering spiritUal illness, or chku' et, a universal term
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for behavioural disorders and insanity (Eisenbruch, 1992). While traditional practices
are not especially encouraged through the modem health system some support for
traditional methods (like the use of traditional birth attendants) is provided through the
district health system. According to adopted guidelines, the Ministry of Health aims to
"...enhance prevention and treatment of disease by both traditional and modem
medicine ... " (Ministry of Health, 1992b: 16) and to provide a role for traditional healers
at the commune level and for production of traditional medicines through the
government's Central Drug Store (Ministry of Health, 1994b: 47-48). In remote areas
and among the minority hill tribes of the north-east, where modem health services are
especially weak, there is considerable anthropological and medical interest in traditional
practices (Dodd, 1995; Jonsson, 1996)). The widespread nature of traditional medicine
has encouraged some to argue for the integration of traditional and primary health care
practices at community level (Renaudel, 1996).
More broadly, in Cambodia emphasis has been placed almost entirely on the need
to create a 'modem' health system with a strong referral system. Moreover, under the
division of responsibilities between various ministries, the authority of the Ministry of
Health ends at sub-district level. The responsibility for primary health care at village
level - including the provision of clean water, sanitation facilities, and community
development - is assigned to the Ministry of Rural Affairs, a severely under-resourced
ministry. While through the Centre for Health Promotion and Primary Health Care the
Ministry of Health has undertaken the development of a primary health care (PHC)
policy and strategy, the work of the Centre is secondary to the main development of the
Ministry's referral system (Ministry of Health, 1997c; Ministry of Health, undated-b).
Before discussing questions of health care resource allocation, the following sections of
this chapter look at health and health care in Cambodia, first through a brief review of
the longer-term experience of health care provision from the time of independence, then
through a review of the state of morbidity and mortality.
5.2.1 Long-term developments
A sanskrit inscription on the temple of Ta Prom at Angkor Wat mentions the
existence of 102 hospitals created by King Jayavarman vn (who reigned 1181-1218-
Ministry of Information, 1962a). During its modem history, however, Cambodia has
Chapter Five 178
never satisfactorily controlled the widespread prevalence of communicable diseases.
Cambodia's colonial past bequeathed almost nothing to health care, and what was
achieved in the 1960s was destroyed by the Khmer Rouge. According to Martin (1994:
37): "When France arrived in Cambodia in 1863, the public health system was
nonexistent; when France left in 1955 it was rudimentary". Early colonial reports
lamented the deplorable conditions of local hygiene (Nguyen Van Minh, 1956). Not
until 1900 were any health posts established outside Phnom Penh (in Kampot and
Battambang), and not until 1907 were another five set up (Svay Rieng, Kampong Thorn,
Kampong Chhang, Kampong Cham, Takeo). The Assistance .Medical (Medical Service)
was established in 1905. Archival records (Assistance Medicale, 1908; Direction Locale
de la Sante, 1913; Direction Locale de la Sante, 1932) paint a picture of an urban based
colonial medical service treating Europeans and other races (Cambodian, Chinese,
Vietnamese, Japanese, etc) in Phnom Penh hospitals (which were divided by race). The
Cambodia population were treated mainly for polio, cholera, typhoid, respiratory
infection and nervous conditions.
In 1913, six French doctors worked in the medical service outside Phnom Penh
and another four at provincial military headquarters. By 1932, there were ten French
doctors (with two more exclusively for the military) and 23 other medecins Indochinois
(Indochinese doctors) serving both expatriate and indigenous people, and official
reports continued a long-standing complaint about budget constraints. Very few medical
personnel were trained by the French. Both the provision of services and the allocation
of resources were much more limited, for example, than in neighbouring Vietnam,
which had also been under French rule. While in 1948 in southern Vietnam (with a
population of 4.5 million) there were 135 medical doctors, in Cambodia (population
3.75 million) there were 4. For qualified local doctors the figures were 35 and 10, dental
surgeons 5 and none, state-certified midwives 9 and none, local midwives 104 and 7
(Srey, 1972: 22).
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Figure 5.1 Health staff and infrastructure, 1955 and 1965•
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Figure 5.2 Number of nurses and hospital beds, 1955 and 1965.
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With independence in 1954 most French medical personnel departed and few
trained Cambodians were left to replace them. During the 1950s, the fertility rate (4.5%
in 1958) and mortality rate (2% in 1958-9) were high, with high maternal mortality and
high mortality among infants (127/000 live births in 1958). Malaria and tuberculosis
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were major diseases. While improving the health service was a priority for the Sihanouk
regime (Figure 5.1 and Figure 5.2), the lack of attention to recurrent expenditure meant
its efforts were not always effective (Ministry of Information, 1962b)
Martin (1994: 70-71) reveals that, while in terms of the number of buildings
constructed the program's success appeared immense, once infirmaries were built and
inaugurated by Sihanouk, the King seemed to care little about what happened afterward;
Sihanouk might never have known the consequences and "...no-one dared to tell
him ... ". Apparently, furniture and equipment were often flown in at great expense for
the inauguration of a facility and then immediately sent back by plane to the lenders,
leaving the deserted clinic to be used to lodge foreign travelers. Personnel sent to
remote malarial regions, mostly without their families, faced unlivable conditions and
desertion was frequent. In the 1960s, overall mortality had fallen to 1.7%, but malaria,
intestinal parasites, tuberculosis, leprosy, malnutrition and neo-natal death remained the
main diseases (Migozzi, 1973). Poor hygiene, insufficient health funding and personnel,
and poorly equipped facilities continued to be the main problems. The situation was
aggravated in 1970 with the influx of displaced rural migrants into Phnom Penh and
other cities.
According to one observer (Migozzi, 1973: 98), by the 1970s life was precarious
- "La vie humaine y reste fragile" (human life remains fragile). The situation was
aggravated by a shortage of medical supplies and health facilities. Rarely did trained
staff move to the provinces from Phnom Penh, and even in the capital hospital
equipment was never sufficient (Migozzi, 1973). In the 1970s, the US bombing and the
Khmer Rouge together destroyed not only the physical infrastructure (including health
services) of Khmer society but also tore the social fabric to shreds. Age-old social
practices and ceremonies, village support systems, mutual trust between individuals,
any sense of genuine voluntary cooperative activity were all utterly destroyed. A village
society, in the usual sense of the term, never existed in Cambodia, where traditional
society rested always on the family. But even families were tom apart, and cooperation
between families almost ceased to exist. Traditional medical practices were also
destroyed and a great many of those who had retained traditional medical knowledge,
passed on through generations by word of mouth, were killed.
Chapter Five 181
Health care services deteriorated quite suddenly under the Lon Nol regime. A year
after the 1970 coup that brought Lon Nol to power, only thirteen out of twenty-nine
hospitals still operated. In the first year of the war the number of physicians declined by
20% and more physicians left for France or other western countries each year the war
progressed. Nearly half of the hospital facilities nationally (mostly those outside Phnom
Penh) were destroyed, while in the capital the swelling city population created
unbearable strains. Outside Phnom Penh, government services were poorly delivered in
those population pockets remaining under government control. According to an official
US report (Ross, 1990), before 1975 hospital facilities were generally overcrowded,
crude, unsanitary and suffering an acute shortage of drugs, while death frequently
resulted from infection and lack of proper care (see French, 1974). While 17,500 beds
were needed in normal conditions, by 1974 only 7438 were available and these were
crowded into a space designed for only 3000, a situation which achieved for the health
system "a nadir of hopelessness" (Vickery, 1984: 75-76).
From Cambodian sources it was reported (Group of Cambodian Jurists, 1990:
159):
After the proclamation of independence and before the events of April 17, 1975, despite
some achievements, the health service was far from meeting the needs of the population,
especially in rural areas. Unfortunately, this meager legacy was almost totally destroyed
under the Pol Pot-Ieng Sary regime and replaced by a 'medicine' which helped throwing
[sic] our people into the abyss of genocide.
Pol Pot's so-called barefoot doctors, many of them illiterate, were given just three-
month's training: "Even in medicine, on-the-job training was the order of the day, and
operations were performed by untrained personnel" (Jackson, 1989a: 76). Most western-
trained physicians were killed or fled the country. Under The Party's Four-Year Plan to
Build Socialism in All Fields, 1977-1980, hospital staff were to be increased to 1300 by
1980, and hospital facilities were to be "...strengthened, expanded and beautified ... "
(Democratic Kampuchea c.1977 in Chandler et aI., 1988: 108-110). The vacuous aims
were never realised.
When international relief organisations entered Cambodia in 1979 they found the
hospital system in a totally abandoned state with staff unprepared for the responsibilities
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demanded of them (Philippides, 1984: 242). Due both to the war and to the Khmer
Rouge experiment in agrarian leveling, "[i]n 1979, there was no functioning health
service" (Curtis, 1990: 149) and the health status of the population was mortally low.
From mid-1979, US$9.3 million of a US$500 million international emergency relief
operation was provided for medical reconstruction and famine relief carried out mainly
by UNICEF, the International Committee of the Red Cross (ICRC) and NGOs in
cooperation with the Ministry of Health. Philippi des (1984: 236) reported that:2
The international community mobilized, from mid-1979, to assure the country of an
enormous program of aid that was going to last for more than four years ... The relief
operation that was jointly led by the ICRC and UNICEF unfolded over fifteen months
(October 1979-December 1980) with the support of UN organisations such as the FAO
[Food and Agricultural Organisation], WFP [World Food Program] and the HCR [UN High
Commission for Refugees].
However, for Cambodian health officials facing inordinate needs, the imposition of the
blockade and subsequent withdrawal of Western assistance in 1981 meant that "[w]e are
obliged ... to resolve this equation with empty hands" (Group of Cambodian Jurists,
1990: 172).
Table 5.4 Number of out-patient and preventive facilities, 1969, 1988 and 1995.
Facilities 1969 1988 1995
P.Penh Provo Total P.Penh Provo Total P.Penh Provo Total
PUBLIC
Dispensaries 13 6 19 5 .. 5 .. .. ..
Health Centres
-- District 47 403 450 4 150 154 7 161 168
-- Commune .. .. .. 27 1430 1457 .. .. ..
PRIVATE 48 36 84 .. .. .. 18 .. ..
TOTAL 108 445 553 36 1580 1616 .. .. ..
Note: The table presents avaIlable data. FIgures for 1995 are Incomplete and hence totals have not been calculated.
Source: UNICEF (1990c); Ministry of Health (1995a, 1995b, 1996d); Montague (1997)
2 In the original French: "La communaute intemationale se mobilisa, des la mi-1979, assurant au
pays une assistance colossale qui aUait durer plus de quatre ans ... L 'operation de secours menee
conjointement par Ie CICR et L 'UNICEF s'etala sur quinze mois (octobre 1979-decembre 1980), avec
I'appui d'organisations onusiennes tels la FAD, Ie PAM et Ie HCR."
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Table 5.5 Hospital beds available, 1969 , 1988 and 1995.
Facilities 1969 1988 1995"
P.Penh Provo Total P.Penh Provo Total P.Penh Provo Total
PUBLIC
Central hospitals 1654 .. 1654 2500 .. 2500 1426 .. 1426
Provo hospitals .. 2046 2046 240 4256 4496 .. 3837 3837
District hospitals .. .. .. 82 5874 5957 .. 4307 4307
PRIVATE
HospitalslMCH 989 773 1762 .. .. .. .. .. ..
TOTAL 2643 2819 5462 2822 10130 12953 .. .. ..
Notes: a. The table presents avaIlable data; 1995 figures are Incomplete and hence totals for 1995 have not been
calculated; the 1995 figures are most likely understated.
All figures represent nominal and not necessarily operational facilities; 'hospital beds' refers only to pieces of
furniture and not a serviced hospital place.
Source: UNICEF (1990c); Ministry of Health (1995a, 199b, 1995c)
Nonetheless, reconstructing health services was given priority, and the
Constitution of 1981 re-established the right to universal free modem health care
(Constitution of the Peoples Republic of Kampuchea, Chapter 2, Article 26, in Jenner,
1995: 97; see also Ross, 1990: 209-10). The Cambodian People's Party Fifth Party
Congress in 1985 took steps to strengthen public health facilities down to village level
(Curtis, 1990: 149). The shift of resources towards provincial, district and commune
facilities and away from Phnom Penh in the 1980s is reflected in Table 5.4 and Table
5.5. However, the capital maintained its lead (Figure 5.3). Without funds for adequate
salaries, private income supplementation by government health staff eventually became
a prominent feature of public health service delivery, while health status remained low.
Figure 5.3 Hospital beds per 1000 population, 1969 and 1988.
Whole country
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Phnom Penh 5.4
o 2 3 4 5 6
Source: Based on Ministry of Health data UNICEF (1990c: 63)
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Because the health care system and infrastructure had been destroyed during the
1970s, in the 1980s the main priority was seen as reestablishing some semblance of a
formal hospital system, training new staff and rebuilding health facilities. Curtis (1990:
157) argues social services and health care improved quantitatively and qualitatively in
the 1980s, in contrast to many developing countries. Even so, at that time, according to
Martin (1994: 277):
The sick rarely go to hospitals, which have no medicines ... when patients receive a
prescription, they must pay to have it filled. And surgical operations are payable in gold ...
[people] prefer to consult a traditional healer first and then a village nurse, who are not
always qualified to treat their problems.
Mortality rates fell from 3% in 1980 to 1.24% in 1987, infant mortality fell from 212 to
120 per thousand live births, and at 4.8% remained high (Lopez, 1989: 4, 9). The
principal causes of infant death were respiratory infection, diarrhea, malaria, polio and
measles, and malnutrition. Along with infectious diseases, including an increasing level
of tuberculosis, land-mine injuries and mental disorders joined the list of major health
problems. The causes of ill-health were common: lack of clean drinking water; poor
sanitation; excessive migration; poor vaccination coverage; and an inadequate health
budget (Lopez, 1989).
By the beginning of the 1990s, a "two-tier health service" had emerged (Mam &
Key, 1995: 436) in which a badly under-funded public sector where health facilities
were in chronic disrepair, without essential supplies, and where staff extracted their own
patient fees was being increasingly by-passed in favour of a thriving, ad hoc private
sector, where care was typically delivered from private houses with unregulated quality
or cost. A 1992 report by one advisor (van de Put, 1992) established that up to 50% of
villagers resorted almost exclusively to self-medication while only 19% accessed the
public health system; 18% sought out some form of private treatment; and 90% of rural
curative care took place in the home. Forty years after independence Cambodia is still
faced with chronic health problems, especially the poor health status of the population
and the inability to provide and service an adequate health infrastructure and level of
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staff performance. How resources are allocated to solving these tasks is therefore a
critical question.
5.2.2 Morbidity and mortality
The pattern of morbidity and mortality in Cambodia is typical of very-low income
countries, where the prevalence and the mortality rate of preventable diseases are
extremely high (World Bank, 1995a). However, the situation may be more serious than
in most similar countries. According to Mam Bun Heng and Key (1995: 436): "What
makes Cambodia different is the scale and the complexity these diseases". Figure 5.4
illustrates the dominant health problems, including diarrhoea, tuberculosis, malaria,
respiratory infection, dengue fever, childbirth complications, land-mine injuries and
road accidents.
Age specific morbidity rates show a fairly usual pattern for developing countries
with relatively high rates among infants (8-12%), children under five (who have twice
the level of infant morbidity), and older people. Morbidity rates decline until age 30 and
then rise again, up to 20% in 40-49 age group (Ministry of Planning, 1997b: 16-17).
About one-third of self reported illness in the 1997 Socio-economic Survey was
indicated as 'fever', and one-in-ten 'diarrhoea'. Environmental diseases are the most
prevalent. The major health problems include:
• Malaria is a major health problem because a large proportion of the
population lives in conditions that present a high risk of infection, adequate
treatment is often not available, and prevalent types are increasingly drug-
resistant. It is estimated there are 500,000 cases and 5000 deaths annually
from malaria (United Nations, 1998).
• Tuberculosis is considered the most important infectious disease in the
country with a prevalence of 500 per 100,000 population (Ministry of Health
& WHO, 1995; Peters, 1998).
• Due to frequent epidemics, dengue fever is the second leading cause of
hospitalisation and one of the ten leading causes of death among children
(Barber & Ros, 1995; Ministry of Health & WHO, 1995).
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Table 5.6 Cambodia's health prof"de: main health indicators for selected years, 1962-96.
Indicator Unit 1962 1966 1970 1975 1980 1985 1990 1996-
Life expectancy years 42 45 40 35 31-37 46 49 53
Infant mortality IMR 10001.b. 147 134 181 239 212 133 117 115
Child mortality CMR 10001.b. 83 .. .. .. 313 216 c200 181
Maternal mort. MMR IOO,OOOl.b. .. .. .. .. .. .. 900 473
Hosp./health centres total b33 c44 .. .. .. e188 ..
Hospital beds total b3369 c6058 d5462 .. .. .. "12953 ..
Population!doctor no. .. 19288 23549 .. .. .. e11823 6807
Doctors total .. 337 438 .. .. .. e425 1572
Medical Assistants total .. .. .. .. .. .. e566 2432
Nurses & Midwives total .. .. .. .. .. .. e9303 13796
Notes: a. MoH estImates; b. 1963; c. 1967; d. 1969; e. 1988; .. means data not avaIlable.
Source: Srey Phay (1972); Migozzi (1973); Ea Meng Try (1981); Curtis 1989; UNICEF (1989, 1990c); World Bank
(1994); Ministry of Health (1994a, 1994b); UNDP 1994; World Bank (1993); Ministry of Health.
At 181 per 1000 live births, Cambodia has one of the highest levels of under-five
mortality in the world, mainly due to respiratory infections, diarrhoea, malaria, dengue
hemorrhagic fever and measles (United Nations, 1998). Infant mortality is the highest in
the region (for which the average is 42 per 1000 live births). A 1996 survey (United
Nations, 1998) estimated maternal mortality at 473 per 100,000 live births. Moreover,
the National Malaria Centre estimated in 1996 that women were 44 times more likely
than men to die from malaria because their general health and nutritional status is poorer
(United Nations, 1998: 25-26). According to Ministry of Health estimates, 57% of
pregnant women are assisted by a traditional birth attendant during delivery and 43% by
a trained midwife (as only a third of deliveries are reported, the latter figure is likely to
be overstated among the general population).
One tragic exception to this general picture is death and injury caused by
landmines, placed by all sides during the American-Vietnam war, during the anti-
government conflict in the 1980s, and in the conflict with the Khmer Rouge until their
recent demise. Landmines cause more than 200 new cases of disability every month,
one in every 236 Cambodians has a limb amputated, and more than 80,000 have been
killed or injured since 1970 (AP, 1995a; AP, 1995b). Women are particularly vulnerable
to injury (Reuter, 1995a).
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Another worrying exception is the dramatic increase in the incidence of HIV and
AIDS infection and other STDs (Table 5.7). While Sub-Saharan Africa remains the
centre ofthe AIDS epidemic (UNAIDS & WHO, 1998), annual rates of new HIV
infection in Asia caught up with Africa in the mid-1990s (Branigan, 1993; Mihill, 1994;
Nau, 1994). Cambodia has probably the most serious HIV epidemic in Asia (United
Nations, 1998). HIV testing was not undertaken in Cambodia before 1991, when the
first case of HIV infection was notified at the national blood transfusion centre. The
infection rate reached 3.7% (180,000) of the adult population in 1998, is projected to
reach 5.7% in 2000 (UNAIDS & WHO, 1998), and is reportedly as high as 50% among
commercial sex workers in some areas (Mam & Key, 1995: 436). Only 8% ofHIV and
11% of AIDS cases are reported (UNAIDS & WHO, 1998). The Ministry of Health first
developed a national plan for AIDS prevention and control in 1993 (Ministry of Health
1993d). In March 1999, a 'consensus meeting' of the National AIDS Programme,
provincial health workers, and representatives from the World Bank and WHO was held
in Phnom Penh. The meeting recommended pilot studies of new testing modalities and
improved sentinel surveillance in order to understand the extent of the epidemic more
fully (UNAIDS & WHO, 1998).
Table 5.7 HIV positive cases in target groups by %, and number of cases of HIV/AIDS, 1989-98.
Group 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998
Direct female sex workers 0.0 0.0 0.0 9.2 .. 38.0 .. 40.9 39.3 42.6
Military personnel 0.0 0.0 0.0 0.0 .. .. 5.9 5.9 7.1 ..
Police 0.0 0.0 0.0 .. .. .. 8.0 5.5 6.0 ..
Hospital in-patients 0.0 0.0 0.0 .. .. .. .. .. 6.0 12.2
Antenatal clinic attendees 0.0 0.0 0.0 .. .. .. 2.6 1.7 3.2 ..
Married women 0.0 0.0 0.0 .. .. " 0.0 .. .. 2.4
No. reported cases of AIDS 0 0 0 0 I 14 91 300 572 1494
Est. no. of cases of HIV 0 600 7200 18900 34900 54000 75000 96300 117000 133600
Notes:.. not avaIlable
Source: WHO (1999); Ministry of Health; www.who.org.phitech.. ./surveillancereport
Decades of political turmoil and civil war provide the conditions in which soldiers
and police are particularly at risk. In one remote border province which has for years
been the site of conflict, 92% of sex workers and 21% of soldiers were HIV positive in
tests carried out under the supervision of the National Anti-AIDS Secretariat in 1995
(Reuter, 1995b). Risk behaviour is primarily (hetero-) sexual; large population shifts,
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porous borders, socio-economic disruption and limited public services all make the risks
greater; and the rates of seropositivity are reportedly now among the highest in the
world (along with neighbouring Thailand, Branigan, 1993; Ministry of Health & WHO,
1995: 11). Control of the epidemic has been made more difficult by the reluctance to
acknowledge it. Ignorance, political denial, traditional sensitivity about discussing sex,
desperate economic conditions, already low life expectancy, and a strong sense of
fatalism all combined to thwart action when it was needed (Moeum, 1995a; 1995b).
A third area in which differences from the past are evident is that of mental health.
Psychological trauma from the Khmer Rouge period is widespread, but the development
of mental health services has occurred only recently. By 1995 about 1000 psychiatric
cases were under treatment nationally with about 75 new cases monthly (Ministry of
Health & WHO, 1995: 16). Widows, landmine victims and the very poor are all
susceptible to depression and other mental illnesses. Globally, mental health problems
account for 8% of the burden of illness. In Cambodia, war, child abuse, sexual
exploitation, domestic violence, trafficking, gambling, alcohol dependence and violence
are among serious behavioural problems that have psycho-social consequences
(Somasundaram & van de Put, 1999). Recent figures indicate that possibly 30% of
Cambodians display psychological symptoms consistent with a diagnosis of post-
traumatic stress syndrome, and that up to 40% of families experience psycho-social
and/or mental health problems (van de Put, 1998).
With regard to health seeking behaviour, about 70% of those reporting illness in
the month prior to the 1997 Socio-economic Survey (Ministry of Planning, 1997b)
sought some treatment. Of these, up to 22% sought care at pharmacies as a first
consultation. In Phnom Penh, up to 45% sought treatment first from a private provider.
In rural areas, 20% had utilised government facilities. While the reported usage of khru
khmer or other traditional healers was only 6%, it is likely this figure is dramatically
understated. There is a low rate of contact with government health services. Average
household expenditure on health care in the month prior to the survey was 30,891 Riels
(US$10), half of which was spent on patient consultation fees and medications provided
by the health provider (about 30% of expenditure was on drugs).
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5.3 Health resource allocation
Health care resources are available for governments, foreign assistance and
households. During recent years in most developing countries, the largest proportion of
total expenditure on health care has been provided by households rather than by
governments (especially in Sub-Saharan Africa - Danida, 1999). Cambodia is no
exception. Cambodian households finance 84% of the costs of health care while the
remainder is shared between the government and foreign assistance (Table 5.8). These
figures are confinned by survey data that indicates self-medication is the principal fonn
of health care delivery (see Chapter 8 - see also Ministry of Planning, 1997b). There is
also evidence that as external assistance has increased the government has reduced its
commitment to the health sector.
Table 5.8 Estimated annual per capita funding for health care.
Source of expenditure 1995-1998
US$ est. %
Government 1.50 6.7
Foreign aid 2.00 8.9
Household spending 19.00 84.4
TOTAL per capita expenditure 22.50 100.0
Source: extrapolated from LanJouw (1997: 213);
Ministry of Health (1996a: 3); Ministry of Planning (199Sa)
5.3.3 Health budget
In comparison to other developing countries, total health spending in Cambodia is
high while government expenditure on health care is low. At 8.3% of GDP (Table 5.9),
Cambodia's total spending on health care is equivalent to the world average and close to
the level of industrialised countries. By contrast, at only 0.7% of GDP, government
spending on health care is below the average for the least developed countries. The high
level of private household spending on health care is undoubtedly a reflection of
poverty, poor health conditions and poor government services rather than a strong
household preference for health consumption (see Chapter 8 for a further explanation of
health seeking behaviour and household health spending).
Chapter Five 191
The low level of government spending on health care is a reflection of the
generally weak state of government finances. As a proportion ofGDP, total government
expenditure in Cambodia rose from only 7.8% in 1991 to 17% in 1995 due to increased
foreign budget assistance, but revenues remain low, rising from 4.4% ofGDP 1991 to
8.9% 1995. (In comparison, expenditure as a proportion ofGDP in 1996 was 16.1% in
Thailand and 22% in Malaysia without significant foreign aid - World Bank, 1999b).
This gap between health care needs and government support is the principal problem of
resource allocation for health care in Cambodia.
Table 5.9 Public expenditure on health for selected countries, 1960-1997
Country Public
exp.on
health
care
% GNP
1960
World ..
Industrialised countries ..
All developing countries ..
Least developed countries ..
Cambodia ..
LaoPDR 0.5
Myanmar 0.7
Vietnam ..
China 1.3
Thailand 0.4
Malaysia 1.1
Singapore 1.0
Notes: a. Data for most recent year; b. for 1998.
Source: UNDP (1999); World Bank (1999)
Public Total
exp.on health
health expo
care
%GDP %GDP
1990-5 8 1990
3.2 8.6
6.9 9.4
2.7 4.2
0.9 3.8
0.7 8.3
1.3 2.5
.. ..
1.1 2.1
2.1 ..
1.4 5.0
1.4 3.0
1.3 ..
Already desperately low, government spending on health care has fallen even
further during the period of economic transition since 1989 (Table 5.10 and Table
5.11).3 From a peak of 1.5% ofGDP in 1990, the health budget fell to 0.2% in the years
3 The figures for budgeted health expenditure in Table 5.10 exclude salaries for government health
staff, which are paid centrally by the government. However, including an estimate of salary expenditures
for the estimated 22,743 health staff at approximately $10 monthly would add US$2.64 million to the
total health budget of $17.32 million, raising per capita government health spending from approximately
$1.50 to $1.75.
Chapter Five 192
just prior to the 1993 UN-sponsored election, and has stabilised at a low level in recent
years. The significant increase in foreign funding and in the total level of budget
expenditure following the 1993 election (Table 5.10) was only partially reflected in
increased health funding, which has become more dependent on external assistance.
Following the adoption of a national budget law in 1993, the first dedicated health
budget was drafted in 1994, but the availability of government funding for the health
sector remained low. While health expenditure had been almost 18% of the total
national budget in 1990, it did not thereafter rise above 3% (Table 5.12). Estimates for
1998 indicate that the health budget was only 0.7% of GDP and 4.6% of the total
budget. Clearly, these levels of funding are insufficient to meet the needs for improved
health care. It is yet to be determined whether the government's aim to raise health
spending to 2% of GDP will be achieved (Ministry of Health, 1996i: 7).
Undoubtedly, political and military insecurity at the time of the 1993 election was a
cause of the declining funds available for health care. If there had been the expectation
of a 'peace dividend' following the 1993 election it was misplaced, as political
instability continued (Lanjouw et aI., 1997: 217). Consequently, defence spending has
remained a high proportion of GDP and of total budget expenditures, Accounting for
54% of total budgeted expenditures in 1997 (Table 5.12). In fact, the burden of defence
spending is even higher than this appears. In terms of current expenditures, defence
takes an even bigger share. Moreover, in actual rather than budgeted expenditure the
share of defence rises again. The social sectors rarely receive their full budget
allocation. In 1996, for example, health actually received only 58% of the budgeted
figure (Ministry of Health, 1998a). Additionally, as the level of international assistance
to the health sector has risen, government allocations have fallen, despite a big increase
in the overall national budget. The conditions of economic and political transition seem
therefore to have aggravated the problem of resource allocation to the health sector.
Table 5.1 Budget expenditure and health fmancing in billions of Riels (current prices), 1989-98
Item 1989 1990 1991 1992 1993 1994
Total revenue 15.3 23.3 58.8 156.1 290.1 590.4
Total expenditure 21.9 50.2 104.1 245.6 608.4 1019.2
Deficit -6.6 -26.9 -45.3 -89.5 -318.3 -428.8
Foreign fmancing 2.0 7.2 6.1 1.5 239.1 432.1
Health budget 3 3.2 9.1 .. 5.6 10.0 b42.4
Defence budget 7.2 18.7 46.8 118.6 219.4 431.8
Foreign financing as % total expo _ 9.1% 14.3% 5.9% 0.6% 39.3%
Notes: a. Excluding salaries; b. The first official health budget was for 1994
Source: IMF (1994); World Bank (1995a; 1996b; 1997c); van Pelt (1998);Chan et al (1999); EIU (1999a; 1999b)
Table 5.2 Budget expenditure and health fmancing as % of GDP, 1989-98
Item 1989 1990 1991 1992 1993 1994
Total revenue 6.4 3.9 4.4 6.2 5.2 9.6
Total expenditure 9.1 8.4 7.8 9.8 11.0 16.6
Deficit -2.7 -4.5 -3.4 -3.6 -5.8 -7.0
fmancing 0.8 1.2 0.5 0.1 4.3 7.0
Health budget 1.3 1.5 .. 0.2 0.2 30.8
Defence budget 3.0 3.1 3.5 4.7 4.0 7.0
Notes: a. The first official health budget was for 1994
Source: IMF (1994); World Bank (1995a: 1996b; 1997c); van Pelt (1998); Chan et al (1999); EIU (1999a; 1999b)
1995 1996
640.5 746.4
1200.6 1280.0
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Table 5.3 Budget and health-related expenditures in billions of riels (1989 prices), 1989-1995
Item 1989 1990 1991 1992 1993 1994 1995 1996 1997
Total budget 21.9 20.4 20.4 27.5 32.8 49.4 52.9 .. ..
Health budget 3.2 3.7 n.a. 0.6 0.5 1.5 1.2 .. ..
Education budget 3.4 2.0 n.a. 3.0 1.7 3.1 3.5 .. ..
Defence budget 7.2 7.6 9.2 13.3 11.8 19.4 18.5 .. ..
Health as % total budget 14.6% 17.9% n.a. 2.3% 1.6% 3.0% 2.3% 5.3% 5.7%
Education as % total budget 15.5% 9.8% n.a. 10.8% 5.3% 6.2% 6.6% 9.8% 9.9%
as %tota1 bJ1dget 32.9% 37.3% 45.0% 48.3% 36.1% 39.2% 35.0% 52.6% 53.9%
Note: The data are taken from different secondary sources; the figures are indicative; complete consistency between figures is not possible; figures have not
been reCalculated for arithmetic accuracy.
Source: Lanjouw (1997); Chan et aI (1999); Ministry of Economy and Finance
i
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Estimates of the need for funding to achieve the objectives set down for health
development are far in excess of the funds available. In its Health Policy and Strategies
1996-2000 the Ministry of Health (Ministry of Health, 1996a: 16) estimated that
US$151 million was required for investment in health projects during 1996-98 and a
further US$241 million for 1998-2000. These amounts do not include normal recurrent
costs, and would cover infrastructure development, national health programs, emerging
health priorities and rehabilitation of national hospitals. A similar list drafted for the
Ministry's National Health Development Plan (Ministry of Health, 1994b) estimated
the needs of the health system at commune, district, provincial and central level at
US$262 million for the period 1994-96 (Table 5.13). The government provided an
estimated US$36 million of this. External assistance provided an estimated US$73
million. Approximately US$66 million was un-funded, and a gap ofUS$89 million
remained. Consequently, a substantial increase in both government funding and in
external assistance to the health sector is required to meet basic health needs.
Table 5.13 Identified costs, domestic and foreign funding, and un-met needs, 1994-96
Priority area Resources needed in USSOOO
Total Nat'l Ext'l Gap
PARTIALLY FUNDED COSTS:
District hospital/service 43100 15000 7700 20400
Provincial hospital!department 25000 14000 3600 7400
Hospitals 30250 .. 25200 5050
Central!institutes 16900 2000 3100 11800
National planning 8000 400 6200 1400
Human resources development 13585 1000 815 11770
Essential drugs 24200 1000 9950 13250
National disease programs 35404 2800 14828 17576
[Arithmetic discrepancy] 200
TOTAL 196439 36400 71393 88646
PLUS UNFUNDED:
Central hospitals 10750 .. .. ..
Contingency 53000 .. .. ..
(Rounding figure) 2241 .. .. ..
IDENTIFIED TARGET COSTS 262430 .. .. ..
. . . .Source: MInIStryof Health (1996a); MInIStryof Health & WHO (1995); [corrected figures]
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5.3.4 Development assistance
Western humanitarian assistance to Cambodia was restored with the signing of the
Paris Peace Agreements in 1991, which ended the blockade imposed on the country.
However, external assistance for development projects (as distinct from humanitarian
relief) was not sanctioned before the 1993 UN-sponsored elections. The dramatic
increase in external assistance at the time of the elections is illustrated in Table 5.10.
While the increased external support is welcome, there has been a corresponding
increase in dependency on foreign assistance since 1993. Foreign support for the
government budget jumped from less than 1% in 1992 to 39% in 1993 (Table 5.10).
Between 1994 and 1997 the budget deficit was almost entirely financed by foreign
grants and loans. This situation is in contrast to conditions in the 1980s, when
Cambodia was forced to rely on its own resources with support only from the Soviet
bloc and Vietnam. The apparently greater self-reliance in this period was reflected in
more widespread poverty and universal hardship. The level of dependency on foreign
aid today marks a return to the situation of the 1960s. In fact, Cambodia has historically
been dependent on foreign powers (whether China, Thailand or Vietnam, or France).
The most thorough assessment of recent external assistance to the health sector
has been made by Lanjouw et. al. (1997, 1999). Between 1992 and 1995,6.3% of total
external assistance ofUS$87 million to Cambodia was channeled to the health sector.
Consistent data on external assistance to the health sector is not available prior to 1993,
and, for the years reported, the data needs to be treated with caution as different sources
report different estimates. However, the figures indicate a large and sudden increase in
the level of foreign financial support during years when budget expenditure had fallen
to low levels. The combined level of budget expenditure and external assistance in 1992
(US$19.5m.) was only a little above what government spending alone had been in 1989
(an estimated US$14.4m. - Lanjouw et al., 1997: 215). As Table 5.14 indicates,
external assistance to health made up between 63.8% and 88.7% of all public spending
on health care between 1992 and 1995 (including nearly all capital spending).
Consequently, the major elements of the health refonn program, including infrastructure
development under the health coverage plan and many health programs, could not have
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been implemented in the absence of foreign assistance. Even so, a large number of
projects remained un-financed.
Lanjouw (1997) demonstrates that bilateral donors (principally Japan, USA,
Netherlands, Australia, UK) were the largest source offunds for assistance to the health
sector (Table 5.15). After 1993, assistance from multilateral agencies began to increase
significantly particularly due to increasing commitments from the UNDP and the
beginning of World Bank assistance in 1994. The pattern of disbursement of funding by
implementing agencies was somewhat different (Table 5.16). By 1995, approximately
47% of bilateral assistance was channeled through NOOs (which appeared to be the
most important implementing agencies over all - Rousseau, 1996) and approximately
41% through multilateral agencies, such as UNICEF and WHO. Most multilateral
assistance was channeled through the multilateral agencies themselves. Consequently,
the public sector was largely by-passed by aid during this period even though projects
were commonly carried out in association with national or local ministry bodies.
Among the various reasons for this was the limited absorptive capacity of the
government. As a result, much international assistance was substituting for, rather than
complementing, government health service provision.
Donor assistance, however, is not free of its own limitations. One of the most
significant difficulties has been the coordination of assistance coming from several
different foreign sources, each with their own agenda (Lanjouw et aI., 1997). The cost
of supporting expatriate staff may account for up to 40% of donor assistance in the
health sector. At least until recently, external assistance was concentrated on Phnom
Penh, which had received 43% of health aid (US$36 per capita) with only 7-10% of the
population.
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Table 5.14Budget expenditure on health and external assistance in US$m. 1992-95
Item 1992 1993
Total external assistance 258.5 330.5
External assistance for health 15.1 28.9
Budget expenditure on health 4.4 3.7
Total health expenditure (budget plus external) 19.5 32.6
Health assistance as % of total external assistance 5.8% 8.7%
External assistance for health as % of total health expo 77.4% 88.7%
Source: LanJouw (1997); EIU (1997); World Bank (1999); UNDP (1998)
Table 5.15 Disbursement of external assistance to the health sector
by source of funds in US$m., 1992-95.
1992 1993 1994
Item
Bilateral donors 11.2 23.8 9.8
Multilateral donors 3.8 4.5 6.2
NGOs and Red Cross 0.1 0.6 4.8
Total 15.1 28.9 20.8
Source: LanJouw (1997); Council for the Development of CambodIa
Table 5.16 Disbursement of external assistance to the health sector by
implementing agency in US$m., 1992-95.
Item 1992 1993 1994
Bilateral donors 1.5 3.2 0.9
Multilateral donors 7.7 9.3 7.7
NGOs and Red Cross 5.8 14.1 10.4
Cambodian government 0.1 3.3 1.8
Total 15.1 28.9 20.8
Source: LanJouw (1997); Council for the Development of CambodIa
1994 1995
365.2 432.5
20.8 22.5
11.8 10.6
32.6 33.1
5.7% 5.2%
63.8% 68.0%
1995
14.0
'6.9
1.6
22.5
1995
0.8
9.3
10.7
1.7
22.5
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5.3.5 Private sector
Private service delivery is without doubt the fastest growing health sector
(Medicam, 1999). While private household spending on health constitutes more than
80% of total health expenditure in Cambodia (World Bank, 1999c; Medicam, 1999), the
private health sector is ill-defined, unregulated and in many cases undifferentiated from
the public sector. The widespread practice by government staff of charging unofficial
fees means that in many cases it is difficult to separate the coverage of the two sectors.
The private sector is very diverse, and it is difficult to quantify the extent and
nature of private sector activity. It is known that about half of household spending on
health care is on over-the-counter drug purchases for self medication (see Chapter 8).
Government staff working privately and traditional healers also both consume a large
proportion of this spending. The most extensive survey of private sector activity has
been carried out by Montague (1997), who carried out a survey of the history,
operations and management of selected commercial health facilities. Montague (1997)
defines the private sector as including:
• Retail outlets - hospitals, maternities, laboratories, and pharmacies;
• Private practices - doctors' surgeries, and midwives;
• Health insurance organisations - a small number of private agencies with very
limited coverage;
• Employer-based health services - garment factories, and rubber plantations;
• Professional health associations - for midwives, doctors, and pharmacists;
• Associations whose members work in the private sector.
In size and in numbers, private services are concentrated most heavily in Phnom
Penh. From 1987, municipal authorities in Phnom Penh approved the opening of private
consultation offices, but only in 1991 did the Council of Ministers authorise private
practice and the Ministry of Health provide criteria for their operations. However, the
Ministry remains unable to enforce sanctions against unlicensed practices (see Chapter
6).
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One of the main reasons for the rapid expansion of private services is the low
salaries paid to health workers in the government sector (Ministry of Health, 1997a: 55).
Another major cause is the high level of unsatisfied demand for services evident
through the level of household spending. Further discussion of the private sector is
included in Chapters 6 and 7. Briefly, several problems are evident. The sector is
characterised by a lack of regulation constraining the ability of qualified and unqualified
operators to set up practice, infrastructure is poor, conflict of interest (between public
and private responsibilities) is common among practitioners, quality of care is
unreliable, the range of service provision is limited, and many people cannot afford the
services provided (Ministry of Health, 1997a: 56). Moreover, because of the small size
of the urban sector and the small proportion of people in formal employment, the
coverage of all health insurance services, employer-based services and professional
association is extremely limited.
The study by Montague (1997) found that:
• The sector is characterised by a large number of small, under capitalised
practices;
• Private sector health infrastructure is generally poorly organised, anarchic,
and many practitioners are suspicious of government intervention;
• There is a fundamental conflict of interest for health professionals working in
the public and private sectors;
• The quality of care and availability of comprehensive services at private
facilities is better in Phnom Penh than in the provinces;
• The range of services provided are not as varied or as well staffed as the
public system but are sometimes perceived by patients to be of a higher
standard;
• Most doctors in private practice are solo practitioners and usually provide
limited services;
• Legal and regulatory reform is needed to certify, register and supervise
private medical practitioners.
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These findings indicate that the private sector has grown rapidly not because of its
superior efficiency over government services or a higher quality of service but largely
due to the default of the public system. An appropriate balance between public and
private services can be achieved, therefore, only through the long-term strengthening of
the public system, and the eventual differentiation of private services.
5.4 Summary
Cambodia is at the first stage of the health transition, in which common
preventable and communicable diseases dominate the pattern of morbidity and
mortality. Environmental conditions and endemic poverty are the major causes of this
pattern, which has prevailed through all of the country's historic periods of
development. The lack of access to clean water, poor sanitation facilities, and low levels
of nutrition all increase the disease burden. In rural areas people are susceptible to
malaria, cholera and other vector born diseases. Additionally, changes in mortality
indicators reflect political circumstances and the history of long-term external and
internecine conflict. This was especially the case in the 1970s, the effects of which have
still not been completely overcome. Health risks from landmine accidents are one
example of the continuing legacy of violent conflict. The HN -AIDS epidemic poses a
new major threat. In circumstances where there are few economic opportunities for
most people, the sexual exploitation of women has risen dramatically.
The incidence of non-communicable diseases associated with later stages of the
health transition - including cancers, stroke and heart disease - is most likely
increasing, although much of this disease remains undiagnosed and probably is under-
reported in official medical statistics. In many cases, the costs of hospitalisation and
other medical treatment for such diseases are simply beyond the means of those in need
of care. For this reason many cases of these illnesses are not reported. The observable
patterns of morbidity and mortality therefore indicate a fundamental need for political
stability and social development if health status is to improve in the longer term. While
achieving these aims is beyond the responsibility of health planners and managers, there
is nonetheless a need to adapt the health system to address the consequent health
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outcomes. The immediate need is clearly to create an effective, integrated primary
health care and hospital referral system to address first the common preventable
diseases and provide suitable maternal and child health care. On this basis, the
possibility of addressing the more advanced diseases of the approaching health
transition will be strengthened.
It is yet to be established that the economic transition of the 1990s has assisted in
meeting these needs. Across the various periods of Cambodia's development, the most
lasting progress appears to have been made, relatively, during the period of social
planning in the 1980s, tempered by the paucity of resources. A clear lesson from the
1960s was the need to maintain an appropriate balance between capital and recurrent
health expenditures. From the 1990s, new challenges face the government and the
health system. Health authorities are confronted by tight budget constraints due both to
limited financial resources and to the restrictive macro-economic and structural
adjustment policies accepted by the government in collaboration with the World Bank
and the IMF. Despite the relatively high level of total national health spending, the
government's financial commitment to health care is unacceptably low. Moreover, the
former constitutional commitment to universal (free) health care has been abandoned.
While the government maintains its pledge to provide health services to the whole
population, and especially to the poor, the main financial responsibility for health care
has in fact fallen back on individuals and their families. The public resources needed to
meet health needs have not been domestically available, unregulated private health
delivery has moved spontaneously to fill the gap, and foreign financial assistance has
been required to fund infrastructure development. What remains is a clear imbalance in
the distribution of resources (and health care expenditures) between public, private and
external sources. Until these twin problems of the insufficiency and the misallocation of
resources are addressed the health system will be under-prepared to meet health care
needs.
In these circumstances, development assistance will be required into the indefinite
future to guarantee the sustainability of reforms. As the emerging private market will
not supply health services in a socially acceptable and economically efficient way for
many years (if at all), the main tasks of health care delivery will remain with the public
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system. Both the regulation of the private system and the efficient use of public services
to hnprove health status are therefore necessary. The next chapter analyses the content
and nature of the health care reforms developed to address this situation.
National Centre for Health Promotion and Primary Health Care,
Preah Sihanouk Blvd., Phnom Penh, 1998.
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Health Centre at Sor Sarsdam district, Svay Rieng province, 1998. The first facility in
Cambodia to experiment with expanded population coverage, at the initiative of MSF
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Chapter 6
Cambodia's Health Care Reform
The overriding objective of the Royal Government is to achieve a
fair just and peaceful society and, through accelerating the rate
of economic growth, to raise the living standards of all
Cambodian people ... and extend health, education and social
services to the entire population ... within a decade.
Royal Government of Cambodia, (1994: 2),
The main points in this chapter are:
• The last decade has been an intense period of planning and policy-making in
Cambodia. Reconstruction of the health system began with the commitment to
strengthening the district health structure and late grew into health care
reform.
• Contradictions are evident between the Government's intention not to accept
the responsibility as a primary provider of social services including health and
the aims of its 'health coverage plan' designed to deliver health services to the
entire rural population.
• Reform has been largely driven by international organisations providing
assistance in the health sector, including MSF, UNICEF and WHO. The
Ministry of Health has, nonetheless, played a strong role in policy
coordination.
• Rather than a program of privatisation, the reform has taken the form of the
development of the public health infrastructure and the attempt to attract more
resources from private sources into the public sector.
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6.1 A 'new health system'
When Cambodian Ministry of Health officials refer to the program of changes
taking place in the health care system they do not talk about 'health care reform' as
such. Instead they use the Khmer expression proporn sokhaphibal thmey, which
translates as 'new health system'. If the reason for this difference in meaning is no more
than the search for a simple expression in the Khmer language to convey the sentiment
of significant change, there is also a deeper meaning that is significant in the study of
the country's reform program. Cambodians hope that the outcome of health care reform
might eventually be the construction of a health system that, perhaps for the first time,
will be adequate to their needs for effective health care.
This chapter mainly draws on primary documentation from the Ministry of
Health, WHO, UNICEF and other organisations to describe the development and nature
of Cambodia's health care reform. Taken together with Chapter 5, this presentation
completes the analysis of the first set of data based on documentary evidence. Before
looking at the major technical components of the reform process (administrative, fiscal
and financial measures, coverage and the private sector), the first section provides a
brief discussion of the main planning and policy issues involved in the reform,
including rebuilding the health care infrastructure, district health strengthening,
population coverage, health financing. To facilitate the analysis of the main documents
of the reform process, a timeline of the main health care reform initiatives, which began
in the early 1990s, is presented in Figure 6.1, and definitions of the main terms used in
the discussion of Cambodia's health care reform are presented in Table 6.1. A summary
of the main items of official documentation of the reform process is presented in
chronological order in Appendix H.
Figure 6.1 Timeline of health care reform initiatives in Cambodia
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Table 6.1 Definition of major health care reform terms
Term Deimitionldescription
Health Information System One of the ftrst reform initiatives, the national Health Information
(HIS) System collects routine data and reports from peripheral facilities
(health centres, referral hospitals, OHDs, provincial health
departments) who report to the central ministry weekly, monthly and
annually. Used as a planning tool for national, provincial and district
managers.
Health Coverage Plan (HCP The Ministry of Health national plan for the location and
- phenka kroup dandab ) development of health facilities at three levels: ftrst or population
(primary care) level, second or provincial (secondary care) level, and
third or national (tertiary care) level. Established new boundaries for
administration of health services based on the operational health
district to replace former political districts .for health care delivery.
Health Financing Charter Adopted by the MoH to formalise and regulate a variety of extant
(HFC) public and private fmancial participation schemes mostly based on
forms of user charging. Included both a framework for health
fmancing and technical guidelines (minimum standards) for the
introduction of health fmancing schemes.
Operational Health District A geographic area encompassing a population of approximately
(OHD - srok sokhaphibal 100,000 people. A newly defmed area independent of national
protebataka) political and administrative boundaries. Specially designated under
the health coverage plan to defme population areas for delivery of
primary care services. Each operational district requires one referral
hospital delivering the Complimentary Package of Activities and
includes approximately ten health centres.
Accelerated District Selected OHD nominated to receive direct funding from the MoH
Development (ADD) (other OHD receive funding from the Treasury via provincial
authorities) under so-called Chapter 13 budget arrangements.
Referral Hospitals (RH - Primary care, second level, facilities newly established under the
monthipaet bang ek) HCP serving health centres within OHD (one per OHD) areas
including an average population of approximately 100,000.
Health Centres (HC - Primary care, ftrst level, facilities newly established under the HCP
mondul sokhaphibal) and located within the OHDs to serve an average population of
approximately 10,000.
Minimum Package of For health centres. Includes primary curative care (malaria, STDs,
Activities (MPA) dehydration, etc.), emergencies, referral of chronic illnesses (TB,
leprosy, hypertension), consultations for children under ftve, ante-
natal care, supervising deliveries, birth spacing, health education, and
referrals to the next level of care.
Complementary Package of For referral hospitals. Includes consultations referred from health
Activities (CPA) centres, medical-surgical emergencies, simple surgery and
hospitalisation, dentistry, laboratory analysis, radiology and
ultrasound, functional rehabilitation, and qualifted personnel on duty
24 hours a day.
District Hospitals Former district-level facilities operating under the former distribution
(monthipaet srok) based on political boundaries, to be closed down (converted to RH or
HC) under the HCP.
Commune Clinics Former village-level facilities operating under the former distribution
(monthipaet khum) based on political boundaries, to be closed down or converted to HC
under the HCP.
Chapter Six 209
6.1.1 Rebuilding the health infrastructure
Whatever health services existed before, the Cambodian health system was
destroyed in the 1970s and despite commendable efforts could not satisfactorily be
restored in subsequent years. Today, therefore, it appears to many that a new health
system is under construction. Now passing through a dual transition - from a centrally
planned to a market-based economy and from international isolation to assisted
development - Cambodia is both typical of low income countries in its health service
and health status characteristics and is a singular example of a radical break in political
and economic continuity. For better or worse, the health care system is undergoing
significant change in this context.
The 1990s were a period of intense health policy development and strategic
change in Cambodia, carried out through the Ministry of Health with the support of the
international development organisations. In 1994 the World Bank (1994: 99) observed
that "[t]he Ministry of Health has begun rebuilding a national health system through an
intensive process of health policy development and program planning". This policy
development was explicitly based on the principles of the 1981 Public Health Charter,
which guaranteed universal health care (Ministry of Health, 1992b). The planning
process relieved constraints that were evident as late as 1989, including the lack of a
clear policy and the disintegration of central and provincial services (Curtis, 1990:
157),1 Ministry of Health official (Mam & Key, 1995: 437) has written that in the early
1990s " ... Cambodia ... moved rapidly to establish sensible health policies and plans,
mechanisms to coordinate external donors, and options to increase the finance available
for health care and to improve the use of existing non-governmental health
practitioners". International donors also intervened to advance the process. With one
eye on tapping private sources of financing, the World Bank (1994: 1) observed that:
1 Under the Cambodian political system all responsibility for provincial affairs, including health
care, rests with provincial governors, while the Ministry of Health provides all health staff. The central
Ministry of Health in Phnom Penh has only slowly extended its influence to incorporate health activities
in provincial areas.
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"The first priority is to restore government services and to raise sufficient revenues to
pay for them".
Data from the 1997 Socio-economic Survey (Ministry of Planning, 1997b)
indicates that, nationally, a primary care clinic was found in only 16% of villages, a
drug vendor in only 25%, and a private practitioner in only 15-19%. Access to health
services is clearly differentiated by income. Information from the 1999 Cambodian
Human Development Report (Ministry of Planning, 1999: 35) indicates that:
• The availability of local health providers is much greater for the richest one-
fifth of villages than for the poorest one-fifth;
• The poorest villages utilise low-cost Traditional Birth Attendants (TBAs) and
khru khmers more fully than the rich;
• The poorest villages are further from most types of health facilities and
providers than the rich;
• Nearly one-third of villages consider the lack of availability of drugs and
medicines (typically at public clinics) as the most important problem,
followed by the lack of trained medical staff;
• There is a great deal of evidence that the cost of health care falls
disproportionately on the poor;
• Cambodia has one of the lowest rates of service utilisation in the Asia-Pacific
region with an estimated average annual national medical contact rate of only
0.29 visits per person (compared to 4.0-5.0 in China or Sri Lanka and 3.2 in
Vietnam);
• The National Institute of Public Health had estimated that the government
health sector is used in only one-fifth of all cases of illness or injury.
As explained in Chapter 4, the Government has decided in principle not to accept
responsibility as a primary provider of social services. Rather, it proposes to adopt a role
specifically as the manager of development, as the partner of the private sector, and in
the development of human resources, education and health (RGC, 1995: 2-4). In reality,
the situation is not as clear. As a result, health policy is to be developed within the
framework of strict budget control designed to stabilise the economy and to qualify for
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continued assistance from international financial institutions including the WF. In these
conditions, health policy has clearly been required to straddle conflicting aims and to
resolve the tension between competing ends, that is, between the public provision of
services and apparently non-public sources of financing. (In one respect, this inverts the
normal understanding of respective roles under the so-called purchaser-provider split.)
Nonetheless, the Government continues to play the key role in the provision of
health care services, at least from the point of view of providing health infrastructure
and staffing if not with respect to total health expenditures. According to official policy,
"[t]he absolute priority for the Royal Government in the health sector is to rebuild [the]
system's basic physical infrastructure, and to staff it with adequate numbers of
competent, dedicated staff' (RGC, 1995: 42). At the end of the 1980s, Curtis (1990:
157-158) considered achieving such improvements would be conditional on the
availability of incremental resources allocated to the health sector. This proved to be a
dilemma for the Government, which claimed that "[i]ncreasing health expenditure is an
imperative, but opportunities to do so from the public purse are few" (RGC, 1995: 43).
These resource constraints were somewhat eased with the provision of significant
international assistance after the 1993 election (Mao, 1997), prior to which, under the
former centralised government system, external assistance had been strictly limited to
what was available through the Soviet bloc and Vietnam together with humanitarian
assistance provided by agencies such as UNICEF and NGOs, and later the WHO. From
this point, the process of health policy development became more closely tied with the
activities of the development agencies. Following the arrival of the international
agencies, the process of health care reform began in earnest, though it initially was
taken up under the banner of district health strengthening, and officially adopted the
name of reform only in 1998.
6.1.2 District health strengthening
The Transitional Health Plan (Ministry of Health, 1992a) - which reflected
discussions at the Ministry's 1992 Annual Health Congress and which was written to
initiate the preparation of a five-year health development plan with the assistance of the
WHO Strengthening of Health Systems project (SHS - see Ministry of Health, 1996p)-
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identified the 'district health systems approach' as the main means for improving health
services to the people. It also promoted the opening of private services to increase
service delivery. 2 The Health Policies and Strategies 1994-1995 (Ministry of Health,
1994a) and the 1994 National Health Development Plan (Ministry of Health, 1994b)
deepened and more carefully defined the strategy of district health strengthening within
the framework of a developed referral system to give the majority of people access to
primary care services, and it centralised administrative and technical responsibilities
from provincial authorities to the Ministry. The National Health Development Plan
mapped out the structure and different levels of responsibility of the new district-based,
centralised system, and it initiated the discussion of health care financing (see below).
Whatever other features the reform process has adopted in subsequent years, district
health strengthening remains its backbone.
Many people interviewed during this research believed the process of health care
reform began with the 1993 national Workshop on District Health Strengthening
sponsored by the Ministry of Health in collaboration with UNICEF, MSF and WHO to
discuss financing options derived from the Bamako Initiative (Ministry of Health,
1993b).3 As well as reviewing the Bamako principles for strengthening district health
services, the workshop considered the macro-economic situation, Cambodia's health
system, and the character of communities in Cambodia. It also initiated thinking on
geographic coverage of services and a minimum package of first and second level
activities (ideas that would later be incorporated in the Health Coverage Plan (HCP -
see below), on health care costs and financing (later taken up in the Health Financing
Charter - HCP), on the nature of the referral system, and on perspectives for improving
community participation. The workshop identified the limited access to services, poor
service quality, the population's lack of confidence in government services, and
2 The proposals of the Transitional Health Plan were repeated in the Health Policy and Strategy
Guidelines 1992-1993 (Ministry of Health, 1992b).
3 The Bamako Initiative is a series of policy refonns launched in 1987 by African Ministers of
Health at a meeting sponsored by WHO and UNICEF in Bamako, Mali, and subsequently adopted in
more than 30 countries. The initiative relies on different fonns of community participation in the
management and financing of primary care health facilities (McPake et aI., 1992; UNICEF, 1994).
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administrative difficulties as the main health care issues. UNICEF and MSF also first
introduced the idea of the 'operational health district', which proposed redefining
population boundaries, rebuilding health centres and introducing an official minimum
package of services. These ideas had been pioneered in countries such as Zaire and
developed at the Tropical Health Institute in Antwerp, Belgium.
Later, WHO's Strengthening Health Systems project provided the main vehicle
for developing health care reform policy. But initially the SHS project did not set out to
apply a model of health care reform. Phase I of the project (1992-1994) concentrated
policy development on re-building the existing district (srok) health system. In Phase 2
(1995-1997), the project focused on health policy capacity building within the Ministry
and on development of the HCP. 'Health system reform' became the official title of the
process only with Phase 3 of the project (1998-2000). As a result, initiatives related to
health financing, cost-recovery, contracting of services and similar measures became
more prominent in this third phase. The new stage also provided for more Ministry
control of project funding and for developing the means to evaluate the reform policy.
While previously all project management had been carried out by the international
agencies, under Phase 3 the Ministry had established a Health Sector Reform Group
(HSRG) as the executive body of the reform process with its own allocation of project
funds.
The Ministry of Health viewed district health strengthening as the preferred
strategy for delivering primary care services at community level rather than a PHC
approach. In fact, the two are complementary. Desbarats (1995: 59) observes that, in the
1980s, the public health system was oriented to the principles of the 1978 Alma Ata
conference, entrenched in the 1981 constitution and the recommendations of the 1985
Fifth Party Congress. This orientation was weakened after reforms in 1989. Recently,
the Ministry's intention seems to have been to place the delivery of primary care
services at community level within the context of an integrated referral system rather
than simply to develop village-level health activities (Ministry of Health, 1997a).
Nonetheless, the Ministry had established a Centre for Health promotion and
Primary Health Care (CPHJPHC) and had begun the implementation of a pilot PHC
project in Kampong Cham province with technical support from the Australian
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government agency AusAID. Under the project, fifteen new health centres had been
constructed and were to be used for PHC education and training as well as service
delivery. A national PHC workshop was held by the Ministry in early 1998, supported
by NOOs, UNICEF and WHO. Most PHC activities have been carried out by NOOs
One example presented to the national workshop was work carried out through the
Ministry by Save the Children Fund Australia at Cheung Prey district in Kampong
Cham province, which was widely regarded as an exemplary project. Following the
workshop, the CHPIPHC developed a national PHC policy paper for discussion with
relevant ministries and international organisations, including the Ministry for Rural
Development, which retained responsibility for sanitation and health at village level.
One Ministry official interviewed for this research reported that the draft policy
supported the HCP.
6.1.3 Population coverage
A second issue is that of the population coverage of available health services.
Proposals to rebuild the district health infrastructure to provide universal access for
Cambodia's majority rural population were formalised in the 1995 Health Coverage
Plan (Ministry of Health, 19961).This is the key part of what subsequently was labeled
reform. The significant innovation under new health coverage arrangements was to
draw new geographical boundaries for the delivery of district-level (srok) health
services (see below). A new national health grid incorporating newly defined
Operational Health Districts (OHD) was constructed on this basis, leading to a
rationalisation of health facilities.
It appears the term 'reform of the health system' was used for the first time by the
Ministry of Health in the 1995 Guide for Strengthening the District Health System
(Ministry of Health, c.1995). Based on the earlier plans for district health strengthening,
the Guide defined the structure of the new three-tier system, including OHDs. These
plans were supplemented by the Guide to Developing [theJOperational Health District
(Ministry of Health, 1996m). Beginning with a summary of the HCP, the OHD guide
detailed the establishment, infrastructure needs and management procedures of the new
peripheral level arrangements. A number of OHD were selected to begin operations
from 1996 as specially designated Accelerated Development Districts with direct
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funding from the Ministry of Health (Ministry of Health, 1996b; see Case 4 in
Appendix I). Held mainly to discuss progress in implementing the OHD Guide, a June
1996 MoH National Workshop adopted the title of 'Reform Implementation' (Medicam,
1996). A month later, health sector reform had been defined for the Donor Consultative
Group meeting in Tokyo in July 1996 (Ministry of Economy and Finance, 1996d) as
including the redefinition of health service levels and reorganisation of infrastructure,
decentralisation of health facility management, introduction of new financing
mechanisms, encouragement and regulation of private services, human resources
development, and coordination of external aid.
The Ministry of Health also looked to the expansion of private services to
improve health coverage. By 1989, private services which had first appeared in 1986
(Ministry of Health, 1994b: 109) already treated more out-patients than the public
system, including the great majority of maternity cases. Household spending on health
services, including mainly self-prescribed pharmaceuticals, has fueled this rapid growth,
which has occurred with a relative lack of regulatory legislation. Private pharmacies
were illegal until 1989, although the grave scarcity of drugs caused a mushrooming of
private trade across the country.
6.1.4 Health financing charter
The third issue is health financing. Both the Bamako Initiative (UNICEF, 1988)
and the Agenda for Reform (Akin et aI., 1987) provided the background to the early
discussion of health financing in Cambodia (Goemaere & Schmets, 1990: 5-7), which
identified three sources of funding: the state, external aid, and households (see also
Ministry of Health, 1994b: 240). MSF argued for a system of cost-recovery over the
Bamako model, provided sufficient guarantees on quality and access were in place
(Goemaere & Schmets, 1990). The 1993 Workshop of District Strengthening District
Health Services, by contrast, believed the financial participation of the population was
essential but had to be based on community participation and the revitalisation of
peripheral services (Ministry of Health, 1993b: 10). The Ministry of Health first
considered alternative sources of financing and the exploration of cost-recovery
methods in the 1994 National Health Development Plan. The Plan proposed a major
increase in the government budget (to 6.1% of total expenditure in 1994 from 4.6% in
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1993), of which half was to be allocated to the peripheral health system. The imposition
of user charges at those health facilities supported by NGOs including MSF had
commenced in several provinces and further experimentation was sanctioned under
strict conditions.
The National Charter on Health Financing (Ministry of Health, 1996j) was
developed to formalise a situation in which many different financing schemes, most
based on user charges, had emerged spontaneously. The Charter authorised further
experimentation in the financing of public and private services under the strict control
of the Ministry of Health and based on the community's participation. A further aim
was to introduce management systems in the public sector that normally would be found
(in theory, rather than in practice in Cambodia) only in the private sector. It also argued
that additional funding from user payments of some sort would increase public sector
resources provided government ft,mdingwas maintained, but consultation with
community representatives was prescribed as a prerequisite for any such financing
scheme (Ministry of Health, 1996m). In these ways, the Charter looked towards the
establishment of an appropriate pUblic-private mix of service delivery that would
increase access to and utilisation of health services.
The development of the Charter was based on the understanding that economic
considerations were a major part of the Ministry's reform process (Ministry of Health,
1997a), with the aim oftapping household spending on health care for public sector
funding. Three schemes in particular were authorised by the Charter: the introduction of
user charges at certain facilities which had qualified for Ministerial approval;
community participation in the financing of health services; and contracting of service
delivery. Community involvement, particularly through proposed district-level
management committees, was to include not just financial participation but a role in
decision-making too. A Bamako-style MoHIUNICEF Community and Co-Financing
pilot project (UNICEF, 1998) has been facilitated by these provisions. Contracting of
health services has been piloted with the assistance of the ADB, also at district level,
and is considered an example of applying the principle of purchaser-provider split.
Finally, the Charter recognised the urgent need for establishing regulation over both
private- and public sector service delivery.
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6.1.5 Summary
The health care refonn program has, therefore, primarily taken the fonn of the
rationalisation of district health infrastructure, experimentation with new financing
methods and accommodating the expansion of private services. In general, the main
elements of Cambodia's health care refonn policy have been linked to macro-economic
(especially fiscal) changes and to broader civil service administrative refonn.
Despite the intense process of policy development, remaining resource and
institutional constraints have caused health.care refonn initiatives to proceed more
slowly than intended. By 1999, about half the health centres scheduled under the HCP
(a total of 429) were functioning as required with the necessary MPA (Ministry of
Planning, 1999: 34; see p.227 below). There are a number of reasons for this. The
absorptive capacity of the Ministry and of the health system has not kept pace with the
rapid increase in donor funding. The Ministry's own lack of resources historically and
its inexperience with budget and management systems have inhibited its operational
abilities. Health staff motivation is lacking because government salaries remain
desperately low. Donor finance has mostly bypassed the central government, leaving
donor programs sometimes uncoordinated and staffed with more expatriate personnel
than necessary. Despite promises of increased official funding for health (Ministry of
Health, 1994a: 226) budget allocations have in reality not increased and remain
absolutely inadequate. Assessment of the health care refonn policy has to be seen
against the background of these continuing difficulties.
6.2 Components of health care reform
Cambodia's health care refonn program comprises a number of key components,
including administrative refonn, fiscal refonn, rationalisation of infrastructure, health
care financing, and the role of private services. The following section discusses these
components as they are presented in the official documentation. The final section deals
with the evaluation of health care refonns and the remaining constraints. The views of
the main international and local policy makers about these issues are presented in
Chapter 7.
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6.2.1 Administrative reform
Under-Secretary of State for Health Mam Bun Heng provides the most extensive
explanation of administrative reforms implemented within the Ministry. He explains
(1998: 11) that "[t]he public health administration reform is one component of the
health sector reform in Cambodia ... The general objective of this reform is to
strengthen the administration system and to improve the managerial operations within
the Ministry of Health". From 1995, in line with national civil service reforms, the
Ministry of Health began the reorganisation of management structures, human resources
development, accounting procedures, and provincial and district service delivery
arrangements. 4 These changes were implemented in collaboration with the WHO,
UNDP and other agencies in line with the development of new health policies.
A National Program for Administration Reform of the civil service was
established at the end of 1994, and ultimately ten ministries including the Ministry of
Health were chosen to pilot the reform process (Public Administration Reform 1996,
cited in Mam, 1998). Based on Council of Ministers' approval for the new management
structures, the Ministry also began the reorganisation of the public health system in
1995 under the HCP, which was described as an agreement for the rationalisation of
services that set the scene for gains in organizational and financing arrangements in the
delivery of health services (Mam, 1998: 17). In January 1996 an original law for the
Ministry of Health (Royal Decree No. 0196/06) was declared.
Mam Bun Heng (1998: 38) argues that administrative reform was necessary
because "[i]ntemational experience [in developing and developed countries had] shown
that centralised bureaucratic civil services cannot run health services". For this reason it
4 Sequential changes in the Ministry of Health management structure in fact reflected the evolution
of the political situation. The Ministry had been organised under the State of Cambodia (SOC)
government until the Paris Agreements of 1991, after which responsibility for health care was taken over
by the UNTAC administration under the coalition Supreme National Council (SNC). With its
establishment in 1993, the coalition Royal Government of Cambodia (RGC) accepted responsibility for
health, and authority within the Ministry was shared by appointees from the different coalition parties. In
fact, Government approval for the new structure was completed only in 1997. With a new coalition
formed after the elections of 1998, a new minister was appointed and the management of the Ministry
streamlined to relieve the difficulties created by the former power-sharing arrangements.
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was considered a priority to strengthen the organisational structure of the ministry, to
decentralise management, and to ensure provincial and district accountability both to
central authorities and to health service users. Within the Ministry of Health there was a
sentiment that Cambodia had been better placed than many countries to undertake such
reform because the government was committed to market transition, the public
administration as a whole was undergoing reform, the ministry had the support of key
international agencies, and the former service delivery systems were not entrenched.
The greatest challenge was thought to be striking a balance between the development of
reform policy and the implementation process of institutional capacity to manage the
change.
The first step was to centralise the Ministry structures. Prior to 1994 the public
health system was fragmented between provinces which operated autonomously
through provincial governments while the role of the central ministry was weak and
provincial variations in capacities and priorities were broad (Char 1996). Even by 1998
the majority of funding for provincial health services were passed from the Ministry of
Finance to Provincial Governors, bypassing the Ministry of Health. Often, funds were
diverted. The problems of this funding arrangement have become an issue in the
discussion of the health care reform (van Pelt & Sok, 1998). Changes to this
arrangement had begun at two levels: first by authorising the Ministry to pass funds
directly to the ADDs established within the new district structure (srok sokhaphibal
protebataka); second by implementing monthly financial reporting from provincial
health departments to the central ministry to establish greater transparency in the use of
provincial funds (van Pelt & Sok, 1998).
An important element of institutional reform was the development of a uniform
accounting system for the Ministry in collaboration with international agencies. The aim
was to train Ministry staff to disburse funds from the UNDP, DFID (the UK Department
For International Development) and other international agencies, which previously had
by-passed the Ministry and gone directly to project implementation agencies. The idea
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of a sector-wide approach to health assistance,5 which would place the management of
donor funds under Ministry responsibility, had been suggested through WHO.
The reorganisation of health services into new operational health districts (srok
sokhaphibal protebataka) began, and new district health teams were established with
the aim of creating a single management structure in support of health care reform.
Then head of the Ministry's Planning Office, Char Meng Chour (1998) argues that the
low level of managerial skills and training among district health directors is a major
constraint to implementation of the reform policy. Administrative reform is clearly
constrained by the limited development of human resources, although some progress is
evident. The first comprehensive review of human resources, carried out in 1993,
identified "...a large health workforce of 22,000 people of varying competencies,
unregistered and without a regular career structure" (Ministry of Health, 1993a: 3).
According to Char Meng Chour (1998: ), "[a] major problem of [implementing the new
district health system] is the fact that all District Health Directors and Deputy Directors
did not receive any adequate orientation or training concerning such tremendous
change. This lead to a poor performance of district health managers, which in tum
negatively affect[ed.] the efficiency of health service provision in most part[s] of the
country".
Prior to 1994, when there were few opportunities for overseas training, there were,
according to one key informant interviewed for this research, only two Master's degree
graduates within the Ministry (Key informant MH8). By 1998 there were more than 100
such graduates placed across the country. However, while it administered scholarships
from a number of donor agencies (including Australia's AusAID, Japan's JICA,
SEAMO TropMed in Thailand, and others), the work of the Ministry's human resources
department was constrained by the absence of a budget. Indigenous training - including
training for the new district health system - was therefore almost impossible and was
dependent on foreign assistance, particularly through the ADB Basic Skills project and
5 Under the sector-wide approach (SAP) developed by WHO, donor funds are pooled and
channeled through the Ministry into mutually agreed development projects (Cassels, 1997).
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from NGOs. The Ministry was able to provide a total of only 22 master trainers (1-2 per
province) for district service delivery, all placed at provincial level.
The Health Workforce Development Plan 1996-2005 (Ministry of Realth, 1997c),
identified a government health workforce of 22,743 at mid-1996. As most privately-
financed services were delivered by government staff (despite the preponderance of
private over government health spending), the public workforce in fact made up 97% of
all health workers. Almost 4S% of these were situated at district (srok) and commune
(phum) level. Under the terms of the Rep the public workforce was scheduled to
expand to 25,132 by the year 2000. The central priority identified by the plan was the
full implementation ofthe Rep (see pp. 227-S below). The most urgent requirements
for increasing capacity were identified as training staff to implement the ORD system
and increasing the number of trained secondary midwives available to staff referral
hospitals and health centres. The full implementation of the Rep was identified as a
priority in the plan (Ministry ofRealth, 1997c: 33).
Some key informants interviewed for this research observed that, based on
overseas experience, the health workforce could have been halved while still raising
utilisation rates to an acceptable level. There is widespread agreement that the
inadequate level of salary paid to health staff is a critical weakness of the health system
and of the health care reform process. Among health workers, concern over low salaries
was aggravated by the economic transition which, in contrast to the 19S0s, had
increased the availability of consumer goods, though health staff could not afford them.
This, and finding a way to motivate public health staffwere seen as essential by
Ministry officials (Key Informants MRI3, MRS). The level ofa basic living income
had been estimated in the range ofUS$SO to US$300 monthly, a substantial increase on
the existing payment ofUS$10-20. Given the low level ofthe country's GDP, salary
increases of this sort were not plausible. The Ministry had turned a blind eye to
unofficial charging and had approved salary supplements paid to staff working at those
facilities where the new fee mechanism was in place. Through various reform activities,
such as the contracting pilot, the Ministry hoped to determine the most cost-effective
use of staff, the precise staff levels needed, and the salary levels required to make the
system function effectively.
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Salary concerns were coupled with the difficulties of productively employing the
entire health work force. No estimate of the numbers working exclusively in private
practice had been collected, but it was thought 300-500 government staff per year had
gone into private service since 1995. The Ministry had calculated staff allocations for
the planned number of health centres and referral hospitals at about 16,000, although a
suitable distribution of staff could not be guaranteed. While the Health Development
Workforce Plan 1996-2005 proposed no reduction in the health workforce, among both
advisors and ministry officials there was a common view that the health workforce
could be dramatically cut while still raising utilisation rates to.an acceptable level and at
the same time providing means to increase salaries. Such administrative reform, which
was necessary across the whole of the civil service, seemed intractable to many and not
a problem that could be resolved by the Ministry of Health alone.
6.2.2 Fiscal refornn
An important step in overcoming the earlier provincial dis-aggregation of the
Cambodian health system was taken when the first national health budget was adopted
in 1994. With its own budget the Ministry could exercise a greater sense of autonomy
and purpose in planning and policy, though control of all expenditures remained with
the Ministry of Finance and provinces still received funding directly. The budget was
divided equally between national services and provinces (including districts and
communes), as Table 6.2 illustrates. The budget restored health expenditure following
the extremely low levels of the early 1990s but, at less than 1% of GDP, it did not
provide anywhere near the resources necessary to address health needs. The 1996
budget was the largest during the period, but still fell short of the target of 2% of GDP
Government expenditure on health care (see Chapter 5, Table 5.11).
Seventy per cent of the 1995 budget was allocated to rural health services, and
only 20% to salaries (Ministry of Health, 1996a: 7), indicating a continued commitment
to developing district health services. The division of budget expenditure according to
Ministry of Finance cost categories (or budget 'chapters') is summarised in Table 6.3.
The low proportion of spending on salaries reflects the inadequate incentives paid to
public health staff. The budget introduced a new expenditure category (called 'Chapter
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13') for ADDs, which was funded directly by the Ministry of Health, beginning with a
small allocation of less than 3% of total spending.
Table 6.2 Distribution of budget expenditure 1994.
Budget item % of
total
National institutes and programs 22
Phnom Penh hospitals 17
Ministry of Health Drug Factory 8
Training institutes 3
Provinces (inc!. districts and communes) 50
Total expenditure 100
Source: Mmistry of Health
Table 6.3 Summary of budget spending by category of expenditure 1996.
Budget Cost activity Riel m. % of
chapter total
10 Salaries 11,985 16.5
11 Running costs 45,650 62.9
13 ADD program 2,040 2.8
31-32 Other costs 725 1.0
Total recurrent expenditure 60,400 83.2
50 Capital expenditure (construction and equipment) 12,225 16.8
TOTAL EXPENDITURE 72,625 100.0
Source: Ministry of Health
The number of ADD increased from 12 in 1996 (out of a total 71 planned OHD)
to 26 in 1998 (Table 6.4). While in practice only a proportion of health budget
allocations ever reached health facilities, advisors and health staff working in ADD
areas believed the funding of district facilities had been more consistent under the
Chapter 13 funding arrangements. 6 Increasing the number of ADDs could in principle
provide additional funding for regional health services. However, this would be possible
only with an increase in the global health budget. There was also a common concern
within the Ministry that too rapid an increase in the number of ADDs with greater
6 Once they were available from the Ministry of Finance, Chapter 13 funds were passed directly
from the Ministry of Health to the ADD. Normal budget funds for regional health services, known as
Chapter 11 funding, went from the Ministry of Finance to Provincial Governors (rather than through the
Ministry of Health) at whose discretion the funds were released.
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requirements for accountability from district health officials could create an
administrative burden the Ministry of Health was unable to carry. (For a description of
one ADD see Case 4 in Appendix 1 )
Table 6.4 Number of ADD established 1995-1998.
1995 1996 1997 1998
Number of ADD established 0 12 16 26
-- out of planned total no. of OHD 71 71 71 71
Source: Ministry of Health
The principal constraint on improving health services continued to be the low
level of the total health budget. According to World Bank estimates, an expenditure of
US$12 per head on providing a minimum package of primary care services could
reduce the disease burden by a third in low income countries'? In Cambodia, the
Ministry of Health estimates that US$9 per head is required for provision of basic
services. However, in 1995 the government spent only US$1.80 per head (or 0.6% of
GDP) on public health (Ministry of Health, 1996a: 7). As a sign of the government's
commitment to improving health services, health expenditure rose to US$2.80 per head
in 1996 (Ministry of Health, 1997c: 9), but amid political turmoil in 1997 this allocation
was not maintained. Even should the pledge under the health care reform of achieving
health spending of 2% of GDP by the year 2000 be fulfilled the level of government
spending would still be under US$6 per head. However, even this appeared a remote
possibility as the 1998 health budget remained at 0.7% of GDP.
The critical problem remains the Government's inability to raise sufficient
revenue through taxation and the inordinate level of spending on defence (which
accounted for 54% of the government budget for 1997 and an even larger proportion of
actual expenditure - see Chapter 5, Table 5.12). While for improved health financing
Ministry officials could see few alternatives to increased budget allocations and the
wider introduction of user charges, they also believed it would be difficult to increase
7 The World Bank's estimate of US$12 per capita was calculated as the cost of a minimum
package of primary care services in African countries (World Bank, 1993: 67).
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the health allocation above 7% of the total budget as long as the security situation was
not stable (Key Informant MHS). Key informants interviewed for this research
commonly believed the unresolved budget problem created a serious risk that the lack
of funding to support health staff could spell the end of effective public health services.
This could occur, they believed, even should the proposed infrastructure developments
take place as planned.
6.2.3 Rationalisation of infrastructure
Infrastructure development is the most prominent element of health care reforms
implemented in Cambodia. According to one observer (Key Informant 1012), the health
care reform in Cambodia has been a very deliberate plan for the reconstruction of the
health system. The heart of the reform is the rationalisation and rebuilding of the
national district health infrastructure under the terms of the HCP, which involves major
changes to the geographic distribution of rural health facilities designed "[t]o improve
the quality, coverage and accessibility of health facilities at the district level" (Ministry
of Health 1996a: 1). The foundation for the HCP was the National Health Development
Plan 1994-96, which made the reconstruction of the district health system the central
concern of health policy. One international advisor (Key Informant 1012) commented
that "...the whole process in Cambodia ... has been very well thought through and very
thoroughly thought through not only from the point of view of WHO and the
international organisations but also at the Ministry of Health".
The Health Coverage Plan includes a number of important elements:
• The previous four levels of the health system based on political/administrative
boundaries (national, provincial, district, and commune) have been reorganised
into three levels: central (tertiary care - national hospitals and institutes),
intermediate (secondary care - former provincial hospitals), and peripheral
(primary care - first level, health centres, and second level, referral hospitals)
(Ministry of Health, 1997a);
• All primary care facilities have been relocated on a new national grid according to
geographic and demographic criteria under which every 10,000 people on average
are served by a health centre;
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• Every 100,000 people on average are served by a referral hospital (which is about
the average for developing countries);
• For health care delivery, former politicaVadministrative districts have been
replaced by Operational Health Districts (srok sokhaphibal protebataka - with an
average 100,000 population) according to the national grid, each of which
incorporates about 10 health centres; former commune clinics are being closed;
• Each health centre is required to deliver a Minimum Package of Activities (MPA)
of basic health services, and each referral hospital a Complementary Package of
Activities (CPA) as defined by the Ministry of Health; .
• Drug distribution is centralised and provided to health facilities via the Central
Medical Store, and (nominally) provided free to patients;
• The plan requires the nationwide construction or renovation of a nominated
referral hospital operating in each of71 OHDs and 913 new health centres (see
Table 6.5 below).
Figure 6.2 Main features of Cambodia's health coverage plan
CAMBODIA:
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level; national
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HEALTH
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care level;
delivering the MPA.
PROVINCES:
Secondary-care
level; total 22
provinces
nationally; each
with a provincial
hospital.
OPERATIONAL
HEALTH
DISTRICTS:
Primary-care level;
total 71; each
covering an
average population
of 100,000; each
with a referral
hospital delivering
the CPA; each
includes on
average 10 health
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The main features of the new system could be illustrated diagrammatically as they
are in Figure 6.2. According to the HCP, the population catchment area around each
health facility must be large enough to justify grouping resources and to generate
sufficient work to maintain professional competencies and motivate staff, but not too
large so as to cause a decrease in accessibility to the population or in the quality of care
(Guidelines p. 8). Therefore, by implication the aim is to provide a suitable revenue
base, though this was not stated.
A comparison of the number and distribution of health facilities and health staff
under the former administrative system and under the new health coverage plan is
provided in Table 6.5. This comparison makes it clear that the redevelopment of
infrastructure under the HCP is concentrated exclusively at district, primary-care level.
No changes are proposed for provincial and national levels. However, the new plan
assumes that the referral system between the three levels of service will operate more
effectively than in the past, when many people accessed secondary and tertiary care as
the first point of contact. Moreover, consistent with the HCP and with the assistance of
external donors, a number of provincial and national facilities are being upgraded,
including the construction of a new maternal and child health (MCH) hospital in Phnom
Penh and the rebuilding of a number of training institutes and provincial hospitals.
The Table 6.5 includes official figures from the Guidelines for Developing
Operational Districts (Ministry of Health, 1997a) and the Health Workforce
Development Plan 1996-2005 (Ministry of Health, 1997c). Under the HCP a Referral
Hospital was to be provided in each of the 71 OHDs (including 68 dedicated Referral
Hospitals and 3 Provincial Hospitals with referral facilities) and a total 913 HC to be
built. According to the Health Workforce Development Plan, the HCP required
upgrading of 8 national hospitals, 22 provincial hospitals, and 43 referral hospitals
(proving a total of73 rather than 71 OHD referral facilities). The later Cambodia
Human Development Report 1999 (Ministry of Planning, 1999) confirmed there would
be 73 OHDs and reported the number of planned health centres as 817. Clearly, the
HCP involves a rationalisation in the number and the placement of health facilities
(which previously included 164 district hospitals and 1267 commune clinics). At the
same time, it is estimated that the staff establishment should increase by a total of2389
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nationally (all placed at district level) under the HCP. The number of district level
administrative offices also decreases from 173 to 71. By 1999, a little more than one-
third of the HCP had been implemented, including establishment of a reported 429 out
of 817 health centres (Ministry of Planning, 1999). Of the former commune clinics, 432
were still operating and had not yet been phased out in favour of health centres.
Table 6.5 Health Coverage Plan: Distribution of facilities, staff, services, c.1996.
Existing system A. Health Coverage Plan B. A-B
c.1996 Proj.
1. Central level 1. CentraVtertiary level
National hospitals: 8 National hospitals: (incl. new MCH) 8 ..
Beds 1786Beds n.a.
Staff 1730Staff 1730 ..
Training institutes (FMPD, ECCS): 2 Training institutes (FMPD, ECCS): 2 ..
Staff 206 Staff 206 ..
National institutes (CENAT, CNM, MCHC, National institutes (CENAT, CNM,
CNHE): 4 MCHC, NPHRI) 4 ..
Staff 1007Staff 1007
Drug factory: 1 Drug factory (renovated) 1 ..
Staff 161Staff 161 ..
Central MoH staff 698 Central MoH staff 698 ..
2. Provincial level 2. Intermediate/secondary level
Administrative Offices: 22 Administrative Offices: 22 ..
Staff 2111 Staff 2111 ..
Provincial hospitals: 22 Provincial hospitals: 22 ..
Beds 3837Beds n.a.
Staff 3656 Staff 3656 ..
Nursing schools (K.Cham, S.Treng, B'bang) 4 Provincial training centres 22 +18
3. District level 3. Peripheral/primary level:
Political Districts/offices 173Operational Health Districts8 71 -102
District Hospitals: 164 a) New Referral Hospitals:- 68 -96
Beds 4703 Beds "- n.a.
Staff (RH and HC/CC) 8664 Staff (RH and HC) 11053 +2389
4. Commune level b) Health Centres:
ClinicslInfmnaries 1267Health Centres 913 -354
TOTALS: TOTALS:
Public health staff 22,743Public health staff 25132 +2389
Of which: Of which:
Ministry of Health 18233 Ministry of Health 20622 +2389
Other ministries 4510 Other ministries 4510 ..
Number of doctors 1569Number of doctors 1893 +324
Population per doctor (1569doctors) 6683 Population per doctor (1893doctors) 5539 -1144
Notes: a. A total of 68 new Referral Hospitals are proposed for the 71 OHD as In three OHD the PrOVInCialHospital
will act as the referral facility; .. indicates no change
Sources: Ministry of Health (1997a, 1997c)
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It was the virtual collapse of former district health services that presented the
opportunity for restructuring the system to improve population access to health services.
Many of those existing facilities delivered little or no effective service, commune clinics
were mostly non-existent, district hospitals worked solely as first-contact structures, and
health staff lacked the capacity to address basic health problems. In 1995 it was reported
that less than 25 % of the population had access to health services (Ministry of Health &
WHO, 1995: 30). The lack of adequately skilled and properly placed staff was
considered sufficient to make rebuilding the former system simply impossible; and
rebuilding functioning hospitals in every administrative district was thought to be
unwarranted and unsustainable.
The formation of OHDs with greater management autonomy and of ADDs with
more independent financing arrangements was seen as an opportunity to move towards
decentralisation of services. Nonetheless, it was agreed among observers interviewed
for this research that decentralisation was not a panacea, that the human and financial
capacity did not exist to support the autonomy of all OHDs nationally, that political
conditions may not favour decentralisation, and that too great an extension of
decentralisation was not warranted.
At provincial and district level, however, concern was expressed during data
collection about the implementation of the new arrangements. Criticisms focused on the
failure of the Ministry to explain the plan adequately or to prepare for the disruption
caused by its implementation. It was argued due to that lack of income-earning
opportunities and social support in remote areas staff would be unlikely to remain in
peripheral rural areas or to relocate under the plan. In some places there was a feeling
that the population coverage engineered by the plan could have been more easily
achieved by adding a population quotient to the calculation of staffing levels and
supplies at the existing district hospitals and commune clinics. Among other constraints
on the coverage plan were the extent of capital investment required, the ability to
support the new infrastructure with recurrent spending, the difficulties of improving
staff capacity, and the need to provide additional incentives including the provision of
housing for staff in remote areas. Improving health service coverage would therefore
rely also on securing an adequate level of health funding.
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6.2.4 Health financing
Together with the rationalisation of infrastructure, experimentation with new
methods of health financing is the second main element of the health care reform
process. According to the Ministry, the two elements be taken together. The
experimentation with financing methods including different user-pays schemes "...is
closely linked with the reorganisation of district health services ... In fact, there are not
two reforms, but one integrated reform with several components" (Ministry of Health,
1996a, emphasis in the original). It is argued that economic and financial considerations
are integral to the reform process because the success of the overall restructuring of the
health system depends on additional funding and because households spend a lot of
money on health care (Ministry of Health, 1997a: 49).
Adopted in 1996, the Ministry's National Charter on Health Financing (Ministry
of Health, 1996j) created the policy framework for testing new ways in which the
community can contribute financially to the public health system and to pilot "...more
sophisticated market-managed reforms ... " (Ministry of Health, 1997a: 49).
Administered by an Inter-Ministerial Commission (with the Ministry of Economics and
Finance, Ministry of Rural Development and Ministry of Social Affairs), the Charter
defines the objectives of the financing reforms as improving the quality of basic health
services, increasing the financial resources available to the health sector, and providing
better value for money. According to the underlying philosophy of the Charter, the role
of Government was not to produce those kinds of health care which may be more
efficiently provided by the private sector. As the Ministry lacked the necessary
legislative controls, the Charter was also to be used to provide financial incentives as a
way to influence private services (Ministry of Health, 1996n).
Prior to the adoption of the Charter there was no officially sanctioned system for
pricing public health care services, which were nominally free. However, due to the
dysfunction of the public health system, prices were in fact set by a spontaneous private
market that included both public health staff working privately within or along-side the
public health system - where unofficial charges are commonly levied - and an ill-
trained but ubiquitous private sector and a flourishing, unregulated market in
prescription drugs (Curtis, 1990: 153; World Bank, 1995a: 72). As supply-side
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constraints are dominant, prices often appear to be artificially high. Therefore, "[t]he
priority attached to efficient resource management must also come to grips with the
widespread illegal problem of practitioners charging private fees for services in public
hospitals and clinics" (World Bank, 1994: 99). In fact, the practice of health staff
"...moonlighting in private practice to supplement incomes to a level commensurate
with their status ... " has a long history going back at least to the Khmer Republic of the
1970s(French,1974:51)
User fees at government facilities were one of a number of new financing options
being tested by the Ministry (along with the contracting of services; community co-
payments, and private provider services). Under the terms of the Charter both health
centres and national hospitals were eligible to charge fees after meeting minimum
requirements for service delivery. According to Ministry guidelines, three conditions
were to be met by facilities prior to the introduction of user fees: (i) a facility
management committee established; (ii) an exemptions system put in place; and (iii)
community participation provided for. For some planners, the real purpose of user fees
was to improve the sense of community ownership of the health system and to
encourage the community to work together with the health facilities. To account for
regional income differences, fee levels were to be set by local authorities according to
local living conditions and approved by the Ministry. The community was also expected
to playa role in regulating fees.
Only a small number of facilities had actually begun making official charges. The
application of user fees had been pioneered by MSF prior to 1995 at Sorsor Sdam rural
health centre in Svay Rieng province. Ministry officials believed official charges had
helped to improve the delivery of services in certain cases, including the National MCH
Hospital, Takeo provincial hospital (see Case 2 in Appendix I) and at health centres in
Siem Reap province (user fees may not, however, have been the main determinant of
better service provision, see Chapter 7). The Ministry is aware that evidence from
financing reforms in other developing countries (especially in sub-Saharan Mrica)
indicates that the imposition of user fees has in many cases led to a dramatic decline in
health care demand and coverage, especially in conditions where no increase in quality
accompanies the imposition of charges (Gilson & Mills, 1995). Today, World Bank
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officials are convinced that the user-charges policy applied in developing countries from
the 1980s was mistaken (Feacham, 1998). In Cambodia it has been noted that "...user
charges are not free of problems and, whilst they may be acceptable as a device for
change in the Cambodian system now, it is likely that problems will emerge eventually"
(Char, 1996: 7). Under Ministry regulations, therefore, facilities must improve service
quality, account for the poor, involve communities in decision-making, ensure
efficiency and be subject to close monitoring if they are to get approval to adopt user
fees (Ministry of Health, 1997a: 49).
The Charter had been presented as an attempt to get some order into the chaos
created by un-official user charges, public staff working privately, and the expanding
private market. Officials in the Ministry may hope that the financing reform can solve
the financial crisis in the health sector, but most observers understand that there is little
chance user charges can lead to significant revenue raising (Key Informant 1012).
International experience has established that on average cost recovery of only 5% of
national recurrent costs can be expected from such user fee systems (Gilson, 1997;
Gilson & Mills, 1995; Kutzin, 1995a).
According to one scenario, the community may be required to finance 30% of the
cost of its own health needs, with the government and donors covering the remaining
costs (Ministry of Health, 1995c). This would require a payment of less than US$1 per
treatment episode at a health centre and more than US$8 per hospital stay (a figure
which is perhaps affordable to some but not to the rural poor). Based on these figures it
is thought that direct payment for services would not be possible above health centre
level. Any such arrangement would first require a system of social or community health
insurance to be put in place (Hsiao, 1995a). But implementation of uniform health
insurance is regarded as extremely difficult in Cambodia (given the low numbers in the
formal wage economy), and no such system has been proposed (Ensor, 1999).
The Charter calls for community participation in health centre management to
ensure user satisfaction, increased trust, and representation in decision-making
(Ministry of Health, 1997a). This is to be achieved through establishment of District
Health Development and Health Centre Management committees. The objective is
therefore to trial different user-financing schemes as a tool for improved management at
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district health centre level, in terms of both quality of and access to care. Different pilot
schemes have begun with this in mind, including a private sector scheme sponsored by
the ADB for the contracting of services in three provinces (Kampong Cham, Prey Veng,
Takeo - see below) and the community co-management and co-financing scheme
sponsored by UNICEF, which began in 1997 at selected health centres in four provinces
(Battambang, Kandal, Siem Reap and Svay Rieng).
Based on the Bamako model of community health financing, the co-management
and co-financing scheme requires a nominal pre-payment for health centre services
together with a nominal fee-for-service (each about US20c). Each patient (or family)
would purchase a carnet de sante (health card) authorising five health-centre visits, each
visit attracting the nominal service fee. The additional revenue raised was intended to
supplement and not replace existing government funding, to be retained by the facility,
and to contribute towards running costs and staff incentives. A mix of financial sources
was therefore anticipated. However, the pilot was not promoted as a revenue raising
scheme. According to key informants, the financial contribution by the community was
designed to be small and to be reflected immediately in the enjoyment of improved
service provision. An important objective of the scheme was to increase staff incentive
and to improve relations between staff and patients. It was also anticipated that the
scheme would increase the utilisation of government services by improving service
quality without raising additional barriers to access.
The co-management pilot built on earlier MoHIUNICEF work carried out in Siem
Reap province where community participation was seen as the most effective way to
address financing issues and to increase the sustainability of health centres. Each
participating health centre would establish a co-management committee between the
health-centre staff and community representatives (in addition to health centre
management structures) as well as conduct regular, structured feedback meetings
between health centre staff and elected community representatives. The project was
considered an important contribution to improving the implementation of the health
reform and the sustainability of health services. Ministry officials expected that the
project would help to identify which health centres were operating genuinely within the
requirements of the HCP. Introducing accountability at health centres was presented as
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the main aim of the project. (For a discussion of user funding of social services and the
ideas on which the pilot project was based, see (Reddy & Vandemoortele, 1996); for an
analysis of similar schemes, see (Creese, 1991).
6.2.5 Private health services
The Health Financing Charter was therefore developed to provide the framework
for encouraging a financial contribution from the people and to establish the conditions
for a partnership between the public and private sectors (Ministry of Health, 1997a: 49).
The Ministry argues (Ministry of Health, 1996n: 4) that" ...it is not the role of the
Government to produce all kinds of health care needed by people. Because resources are
limited, and because the private sector may prove more efficient than the public sector
at producing certain services, the private health sector is to be considered as a partner
for the improvement of the health status of the population".
Constitutional changes in 1989 were considered the basis for authorising private
sector services, which had been curtailed under the Ministry's 1981 Public Health
Charter (Ministry of Health, 1992b: 92). The 1981 Charter had directed that all public
health care be free. This was in accordance with Article 26 of the 1979 Constitution,
which guaranteed that "[t]he people enjoy free medical consultations" (Jenner, 1995:
97). While the state continued to accept political responsibility for providing health
care, the constitution was amended to open the way for private service provision.
Article 26 of the 1989 Constitution was amended to provide that "[t]he State shall
provide free medical care" (Jenner, 1995: 117). The 1981 formulation presented free
health care as a right. The 1989 amendment required the State to provide some free care
without defining its nature or extent. In line with the new interpretation, a key aim of the
1992 National Health Congress and the Transitional Health Plan was to promote the
opening of private health clinics, pharmacies and laboratories to serve the people. A
further constitutional change in 1993 focused attention on the State's responsibility for
the poor. Article 72 of the new version required that "[p]oor citizens shall receive free
medical consultation in public hospitals, infirmaries and maternity clinics" (Jenner,
1995: 19).
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The private sector comprised a disparate grouping. At one level were traditional
healers and unqualified local-market drug sellers. At another level were official private
pharmacies and modem medical clinics, which had expanded rapidly. Overlaying this
were the activities of government staff who accepted under-the-table fees or worked in
these private facilities. Initially, most private services operated in Phnom Penh, where
the Municipal authorities (Circular No.7 of 19 October 1987), the Council of Ministers
(Decree No. 50 of 5 April 1991) and the Ministry of Health (Circular No. 55 of 17 April
1991) all sanctioned private practice, at that time thought to comprise 208 medical
clinics and 86 dental clinics (Ministry of Health, 1992a: 46). In the five years to 1997
the number of doctors and trained health professionals working (at least part-time) in
the commercial sector grew significantly, particularly in Phnom Penh and provincial
capitals, especially as a consequence of low government salaries (Montague, 1997: 1-5).
Subsequently, the Government formally liberalised the sale of pharmaceuticals
hoping to bring the trade under control (Ministry of Health Decree No. 115 of 28
February 1991). However, along with the expansion of private traders the sudden
limitations on wholesale supply when eastern-bloc drug imports collapsed in 1989
caused a rapid increase in cross-border smuggling (Montague, 1997: 5; see Case 5 in
Appendix I). This dramatically illustrated the impact of opening the economy to global
pressures. Regulation of the trade in order to ensure high quality of staff and services
provided was proposed by the Ministry (Ministry of Health, 1994b: 110). A new law on
pharmacies was adopted in May 1996, but was difficult to implement (see below).
Traditional medical practice also expanded without effective regulation.
According to one analyst (Char, 1996: 3), "[t]he private sector is poised to grow
rapidly but, without a combination of incentives and regulation, will not provide the
required interventions and quality in a cost effective manner". The Ministry (Ministry of
Health, 1996a: 6) also understands that the "...weakness of the public health sector is
being exploited through the provision of poor quality services in the private sector
which are increasingly used by the people, though their cost is high and relevance often
doubtful". The expansion of the for-profit private sector has been attributed to the low
salaries paid to government staff, the lack of public confidence in government health
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services, informal charging at government facilities, and ineffective enforcement of
government regulations (Ministry of Health, 1997a: 55).
The dramatic increase in the level of private service provision in recent years
fulfills an "earlierprophecy, according to which the "...ready availability of a wide range
of drugs in the private sector with poor availability of drugs in the [public] health
system, taken together with the 1989 decision to allow doctors legally to practice
privately, suggests that the State health services may be increasingly circumvented"
(Curtis, 1990: 151-152). For example, there was already a doubling in the number of
unregulated private pharmacies between 1987 and 1989. In 1990 UNICEF (UNICEF,
1990c: 73-75) made the cautious judgment that fostering private sector activity could
create economic strains and inequities in income and lead to deterioration in health
conditions for a large segment of the population, as well as encouraging a drain of
qualified personnel from the public sector.
The regulation of private services had also proved difficult. The Ministry of
Health had formulated legislation relating to private health providers, but was waiting
on a response from the Government before it could proceed. Regulating pharmaceutical
suppliers has been perhaps the greatest test for the Government's ability to control the
private sector. Despite the development of a relatively effective Central Medical Store,
the government has found it very difficult to control illegal drug imports smuggled
across the border from neighbouring countries (see Case 5 in Appendix I). In another
case, Ministry officials explained they had failed in their attempt to close 650 illegal
pharmacies in Phnom Penh under the terms of the newly adopted Pharmacy Law (Chea,
1999; Chheang & Ready, 1996). Only 150 pharmacies operated legally in the capital.
Municipal authorities, who relied on taxation receipts from local businesses, had been
reluctant to support the regulation of the pharmacies (Kimsong, 1998).
It is thought that private sector competition can increase efficiency and
responsiveness to need, but the limitations of private sector activity have also been
recognised (Ministry of Health, 1997a: 56). It is understood that private hospitals
provide a limited range of medical services, the many basic services (particularly
preventive services) are not available in the private sector, that the quality of private
care varies considerably, that over-prescribing of drugs is common, and that a large
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proportion of the population cannot afford private care. As well as strengthening
regulations, the Ministry is testing various private sector initiatives, including the
contracting of health services.
With support from the ADB, the Ministry is piloting a project in the contracting of
district health services to private providers. Two possibilities are being tested at selected
sites: (i) contracting-in of private groups and NGOs to manage government staff
working at government facilities; and (ii) contracting-out of health centre facilities to
private providers and NGOs to deliver the required health services (MPA and CPA).
The aim of the pilot is to test new management methods based on private sector
practices, to determine the costs and cost-effectiveness of the different methods
compared to the Ministry's own service delivery systems, and to encourage public-
private sector partnerships.
According to the contracting proposal, by providing better incentives to health
staff, the pilot would assist the necessary separation of public and private service
provision. However, if such a differentiation is to lead to greater competition and
improved health care delivery, and not simply to higher costs to the patient, two things
in particular are required: i) the efficient functioning of the rationalised public sector;
and ii) providing adequate financial incentives to the remaining public health staff.
However, during data collection caution was expressed within the Ministry about too
rapid a separation of public and private health worker employment. There was a feeling
that, should the Ministry arbitrarily prohibit unofficial charging at government facilities
and demand that government health staff choose between the sectors, because of the low
government salary the more qualified staff would move to the private sector. On the
other hand, if government salaries were to rise (which would require improvement in
the socio-economic situation), health staff would be in a better position to make a clear
choice (Key Informant MHS).
Some key informants interviewed for this research argued that contracting would
focus attention on service outputs and costing where other methods emphasised service
inputs. Profit-oriented commercial consultants (domestic or foreign) would be
contractually bound to deliver outcomes related to preventive services and poverty
alleviation, while NGOs would be encouraged to think more about service cost than
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they normally had. Monitoring would be conducted to guard against anticipated
perverse incentives such as supplier-induced demand, different forms of cream-
skimming, and over-supply of drugs. Furthermore, the professional and personal risks
faced by staff involved in managing changes could be ameliorated by the recourse to
outside management. According to the proponents of the project, contracting could
provide on-the-job management training, support for district health strengthening,
capacity building, and greater staff incentives.
In fact, the first contracts were awarded to foreign NGOs and overseas
consultancies because no domestic private providers were available to bid. A decision
about how widely the contracting method would ultimately be applied in Cambodia had
not been reached pending the outcome of the pilot program. Some key informants
believed that contracting ought to be extended nationally in the long run, depending on
the outcome of the pilot program. Others thought the expected higher total cost of
service delivery under contracting would prevent it from being adopted universally,
even though higher costs in principle could be offset through cost recovery.
Privatisation of public facilities had not been consciously considered, though one
national hospital in Phnom Penh (Calmette) had become financially autonomous (with
French assistance). There were reports that patient charges at Calmette were higher than
average. The Ministry's experience with the private provision of services had been
mixed. In one example, utilisation had increased significantly when a government SID
clinic in a remote rural region had been privatised with the assistance of an international
NGO to deal with the growing HN epidemic. Other examples of NGO provision of
private services, like that of the Cambodian Urban Health Care Association, had been
less successful (Stuer, 1998).
6.3 Reform implementation
At the time of this research it was still too early to gather extensive data on the
implementation of health care reforms. For this reason, the research focused primarily
on the formulation of health care reform policy rather than on its outcomes, although
some preliminary results are discussed later. How well the reform program would
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achieve the desired outcomes was therefore still open to question. However, a
monitoring system was being developed to guide the further implementation of reform
policy. Results from the monitoring exercise will provide information about the
constraints on reform implementation and indicate future challenges for the
development of the reform program. Certain challenges were, however, already
becoming evident. This final section looks at the procedures for evaluation and, based
on this review of documentation, the challenges that remain.
6.3.1 Indicator framework
At the time of this study, procedures for monitoring and evaluation of the reform
program were still at an early stage of development. Work began in 1998 on a 'reform
indicator framework' for monitoring and evaluation, consisting mainly of 'process
indicators' of service delivery rather than measures of health outcomes (Ministry of
Health, 1997d). The performance of health facilities could be measured against the
designated MPA and CPA for health facilities and according to the established
guidelines for health centres and operational districts. The national Health Information
System would also assist in assessing service delivery outcomes. Monitoring health
status, however, would continue to rely on much more infrequent national surveys such
as the recently completed Socio-Economic Survey, National Health Demand Survey,
and the Fertility and Contraception KAP Survey.
In any case, measuring changes in health status is not a simple process. As one
key informant commented, there are confounding variables in trying to assess the
connection between reform policies and health outcomes. Many different donors are
present in the health sector and their various activities can affect the outcomes of pilot
projects through providing increased funding or in generally helping to improve
activities and outputs (Key Informant 1011). Survey results presented in Chapter 8
identify certain limited areas where improvements in service delivery were evident. It
was too early, however, to determine the extent to which such improvements were the
consequence of particular reform initiatives.
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6.3.2 Future of reform
The review of official documents in this chapter indicates that the notion of health
care reform in Cambodia emerged gradually out of a longer-term process of health
planning and policy-making begun in 1992. The process that officially adopted the title
of health care reform only in 1998 began with a commitment to the reconstruction of
crumbling public health services, the establishment of political and legal approval for
change, the unification of previously uncoordinated provincial health administrations
with the central ministry, and the development of the district health service model.
While the process that became known as health care reform was initiated through the
activities of UNICEF and MSF, in later years a close, though not an exclusive,
association was developed with the WHO SHS project. Health care reform therefore has
continuity with earlier policies. Moreover, the process is open-ended in the sense that it
continues beyond 1998.
From 1992 the international organisations worked closely with the Ministry of
Health to formulate health policy. Their influence was felt strongly. However, the role
of the Ministry itself should not be underestimated. A key feature of the process of
health planning and policy-making in Cambodia has been the central role of the
Ministry in deciding the direction and the character of reforms carried out in the health
sector. Among all the government ministries, Health has been one of the strongest in
terms of its ability to formulate policy and find the ways to put them into practice. The
Ministry has been consistent in its intention to improve the delivery of health services to
the Cambodian population. Throughout all the changes and the development of health
policy in the years since 1992 a crucial feature has been the commitment to developing
the district health system. The development of district health services is therefore the
backbone of the reform process.
This review of documents has identified a number of issues that provide the basis
for a more rounded understanding of the reform process. These issues include the main
drivers of reform, the meaning of reform in the national context, the rationale for
introducing reform policies, the extent to which reform policies had been influenced by
the ideas of the World Development Report 1993, the type of relationship needed
between public and private health services, and the extent to which population health
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needs may actually be met by the reform program. Also important is the need to strike
an efficient balance, from both an economic and a social point of view, between
curative and preventive health services. In achieving this, it is critical that the free rein
given to the private market together with the curtailment of government fiscal resources
in the health area under conditions of structural adjustment not be allowed to make the
situation worse rather than better.
I f the main thrust of the reform has been to develop a more modem district health
system based on improved medical practices there are, nonetheless, alternatives to
dependency on a Western model of principally curative health care delivery. Such
alternatives include a range of self-help, community-based, and preventive health care
measures. Investment in such primary health care methods would likely reduce the
average per capita costs of health care delivery and more rapidly improve national
health characteristics. The integration of useful traditional medical practices with
modem medicine is an important task (keeping in mind, however, that while some
traditional herbs and medicine can be effective remedies, certain traditional practices
and potions can be dangerous).
These alternatives will be discussed more fully in Chapter 9. The next chapter
takes up these issues through the analysis of interviews conducted with key informants
who played a central role in the development of health policies. Chapter 8 then presents
the results of a survey of rural households and health facilities to assess the preliminary
outcomes of the implementation of health care reforms at district level.

Chapter 7
Rationale for Reform
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... questions of health policy are not narrow questions of how to
reform the health system; they are among the most profound
question that we can ask about the society in which we live.
The main points in this chapter are:
John Ehrenreich, The Cultural
Crisis of Modem Medicine
• Planners from both the Ministry of Health officials and the international
organisations came to the reform process with a variety of intentions and
attitudes towards change, reform and health policy, but all adopted a rather
pragmatic approach to the process of reform.
• The influence of the different models of health care reform appeared in the
work and in the opinions of various key players in the process. The main
drivers of the reform process came from the influence of the international
organisations, while the Ministry played an active, willing role.
• Most attention under reform plans had been given to improving government
health services, while the role of the private sector was described as chaotic
and in need of regulation.
• Despite improvements in service delivery there had not been a clear,
corresponding response in increased utilisation of health services, indicating
that the determinants of health care demand needed further study and
attention.
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7.1 Key issues
Ministry of Health officials who had struggled for more than a decade to create
the semblance of a health system with few resources and little assistance suddenly in
the 1990s may have felt they were inundated with offers of support. International
financial institutions, multilateral agencies and bilateral donors all began to provide
significant funding for health projects (Chapter 5). NGOs that previously had played a
central role found they were in many cases relieved to concentrate on more traditional
activities at community level. And with economic transition came a rapid growth in the
numbers of unregulated private health care providers. To international health planners,
it must have appeared as an opportunity to apply the most contemporary health policies
in an otherwise unencumbered setting.
International donor organisations provided the key players who worked with the
MoH to introduce the health reform policy into Cambodia. Clearly, what the
international and local planners thought about the situation affected the way in which
the reform policies were ultimately formulated. Chapter 6 outlined the events that led to
the introduction of the health reform policy, its main features and its place in the
history of health and health planning in Cambodia. While infrastructure development
and health financing were at the centre of the reform there were also a number of other
issues and different pilot programs. In fact, the health reform program did not appear as
a finished strategy but emerged over time from the work of the various participants. No
single approach to health reform was applied in Cambodia and each of the participants
brought to the process something from the different models outlined in Chapter 2.
This chapter presents the opinions of key informants about the rationale for
Cambodia's health reform policy (for a profile of key informants, see Chapter 4, Table
4.4). It builds on the information presented in Chapter 6, taken mainly from official
documentation. This chapter focuses on the attitudes of key informants to change,
health reform, and the implications of the reform policy and attempts to understand
their reasoning for implementing specific reforms. Discussions were held with more
than 100 key policy makers and health staff between 1993 and 1998, and 33 were
identified as key informants (both within and outside Cambodia). This was a purposive
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sample in the sense that it selected as many as possible from among those who were
mainly responsible for health reform policy development and implementation. Because
the issues dealt with here are the subject of professional relations between them, the key
informants must remain anonymous, and direct quotes appear in italics or are set off
from the main text, with references cited by appropriate coding (Chapter 4, Table 4.4).
This was a necessary departure from the method proposed by (Yin, 1994a), who
suggests key informants be identified. In this case, key informants were mostly top
officials and can be identified collectively, though not individually. Key informants are
numbered in the manner described in Chapter 4 and grouped according to the sectors
they represented. The aim is to let the key informants themselves tell the story and not
to impose an interpretation on the evidence (my own conclusions about the evidence on
Cambodia's health reform are presented in Chapter 9).
In general, those key informants with greater responsibility for developing the
reform policy appeared more likely to explain, defend or justify it than others further
down the administrative ladder, who displayed less clarity on the meaning of the policy
or more concern about its likely effects. The views of key informants are analysed
under topical headings, differences of opinion are highlighted, and a commentary is
provided where necessary. Table 7.1 presents a summary of the main concepts and the
different levels of understanding of the health reform as they appeared to the key
informants. (The views of key informants did not follow distinct patterns and no
specific grouping of contrasting views is intended.) Each of the issues listed in this
table is considered in the discussion below. First the general concepts of change and
reform as understood by the key informants are outlined, then the main areas of health
reform policy and practice in Cambodia are considered, and finally the main
connotations for health services in Cambodia are reviewed. A number of illustrative
cases taken from information gathered during site visits, discussions and interviews
conducted during field work for the research are included in Appendix I.
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Table 7.1 Main concepts of health reform as seen by key informants.
Issues Contrasting views/situations
Drivers of the health reform Key agencies; health needs Ideology; economic transition
Models of health reform Population health; community Market-based
development
Concepts of 'change' Reform of an existing system Reconstruction of something
new
Concepts of 'reform' Pragmatic; problem solving Based on models
Policy framework 'Instrumental': aiming to achieve 'Theoretical': based on
results conventional wisdom
Focus of reform policy Demand for health care Supply of health care
Process of reform Bottom-up; gradual change Top-down; destabilisation
Stages of reform Policy development Implementation
Reform inputs Financial resources Administrative capacity
Targeted outputs Health outcomes Health services
7.2 Concepts of change and reform in Cambodia
Only a small number of key players - particularly those more closely associated
with the ideas of the World Development Report 1993 - showed a conscious
commitment to a preconceived concept of health care reform. These individuals were in
fact able to exercise a sharp influence on the policy process at a critical time. More
broadly, health reform did not appear as a conceptual model or a pre-determined
strategic plan but emerged gradually out of the planning process. As one key informant
(109) commented: ... not many people ... go back to discussing the concept of health
reform. Another key informant (NG2) expressed the common view that few of those
responsible for implementing the reform policies had studied the main international
reform documentation, such as the 1993 Report (World Bank, 1993).
7.2.1 The meaning of reform
Identifying a commonly held meaning of health reform in Cambodia was
difficult, mainly because key informants did not generally proceed from a textbook
definition. While the specific reform program adopted in Cambodia had strong
domestic roots (see Chapter 6), the general principles of health care reform came most
commonly in the form of 'received wisdom' . In this respect, the origins of reform ideas
were somewhat different for international advisors, who were more likely to reflect the
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sentiments coming through their own organisations, and ministry officials, who were
more likely to encounter ideas of reform coming from outside, from international
advisors. In some cases, the position of the observer influenced the view of reform, and
different elements of context also had an effect. Issues that could affect the meaning
given to health reform included how the national experience of the 1980s was
interpreted, political sensitivities related to making changes in health planning, or
disagreements about past health policy.
The most complete definition of the reform strategy provided by a key informant
(109) was derived from the work of writers like (Berman, 1995). According to this
view, reform:
• involved radical change;
• had the intention to improve the situation; and,
• involved the health system and the delivery of health services.
The weight given to each of these elements had a bearing on the meaning given to
health reform. Various shades of meaning are illustrated in Table 7.2. It is useful to
look briefly at how these concepts were viewed in the case of Cambodia.
Table 7.2 Various meanings of reform
Nomenclature Meaning Groups with this view
Reform A process of change Health workers in provincial areas, where the nature of
the policy was less well understood, were more likely to
see reform as a simple process of change.
Reform Strategic or radical The MoH believed something fundamental was occurring,
change as did organisations like WHO in the area of public health
and the ADB with regard to proposals on contracting of
services.
Reform To improve an The MoH and more long-standing international agencies
existing system including NGOs and UNICEF were more likely to
understand and value the achievements of the past.
Re-form To make again, Opinions differed more between individuals than agencies
based on the fonner as a whole. The MoH seemed mostly to represent this
system view.
Re-form To make anew, Also differed more between individuals than agencies.
replacing the fonner More likely to be the opinion of those who were unaware
system of or saw little value in past achievements.
Health refonn Based in health The MoH and WHO both showed understanding of the
policy cf. macro- necessary distinction between these concepts.
economic policy
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A process of change: One international advisor understood reform as sorting out
the system to ensure that people will have access to decent quality services, which was
seen as:
... not just tinkering with the system, not just health service improvement, it really is radical
change ... this means change from something that has not worked or met people's needs to
something that should ... In all [the main health care] areas there were tremendous problems and
reform is the process of helping to solve those problems (106).
These comments implied that reform properly involved a strategic change from the old
to a new health system. Different interpretations emerged, however, between those who
thought reform (or re-form) meant building on past achievements (however limited)
and those who considered the task was to build (or re-form) a completely new health
service.
The second of these notions implied that little from the past was worth preserving.
One informant believed it is strange to talk about reform when we started with next to
nothing in the health system (1012). Another commented that the process was ... really
not a health reform [but] a total reconstruction of the health system ... knowing that
almost nothing really worked before (NG1). And another that reform meant ... almost
the installation of [a new health] system because the old system was almost non-
functioning (107). If they undervalued the past, such characterisations at least had the
value of recognising that the health system had been starved of the resources necessary
for fundamental improvement for more than a decade. However, a reform policy that
purposely ignored evident past achievements would incur a huge cost in wastage of
human and social capital in the health sector.
Designed to improve the system: Use of the notion of 'reform' to describe
improvements to the existing health system implied a recognition of past achievements
when, after 1979, a health system of some sort - centralised and inadequate though it
may have been - was built from the ashes with extremely few resources. This did not
obscure the extensive problems that characterised the health system or the abjectly low
level of service delivery, nor the need for reorganisation under new objective
conditions. One advisor added:
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I would not say that the process means building something from scratch ... because something [in
terms of a health system] has been there, health workers have been there, they have been
providing services, though there have been problems ... There really were achievements in the
1980s. Considering [the conditions] of the 1970s the 1980s could have been a lot worse. A lot of
people were trained, some medicines were distributed, people were treating patients ... In 1979
there were only a handful of doctors, for example, but in 1992 when the talk about reform began
... there were thousands of health workers, many poorly trained but still there. There were 1500
commune clinics, perhaps there were few useable buildings but the units still existed as part of the
health system. There were training schools. So something was there (106).
According to another international advisor, it was important to have the
perspective that there had been a previous health system even though:
The whole sector was in disarray and had collapsed in the late 1980s when the support from the
former Soviet Union and Eastern Bloc countries disappeared. Things became a shambles, supplies
stopped, and a lot of things fell apart. So what we see today is the reconstruction of a system that
partly remained from the 1960s and the 1980s. The system was probably better in the 1960s than
in the 1980s, when it was very poor. Now, within the [national] reconstruction process ... the
system that is being built is a modern system and not just [a return to] structures from the 1980s
or 1960s (1012).
Related to health services: The last of the three elements of the definition was
designed to differentiate the reconstruction of health services from the broader process
of macro-economic change and political transition occurring in Cambodia. Reform of
the health system was therefore presented as excluding public policy changes designed
simply to achieve economic stabilisation, budget austerity or the extension of private
business activity. Rather, health reform was meant to refer to the development of health
services based on health needs, given the availability of resources.
7.2.2 The parameters of reform
At another level, differences in meaning were implied by the use of such terms as
'health system reform', 'health sector reform' and improvements to 'health status'. The
discussion of the reform process straddled but did not differentiate clearly between
these different domains (as illustrated in Table 7.3). The difference between the
domains depends mainly on the outcomes that are expected and the immediate aims set
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for the health reform. To distinguish more clearly the objectives of Cambodia's health
reform each of these domains is discussed briefly below.
Table 7.3 Domains of health reform
Domain Definition Areas affected Outcome Groups with
this view
Health systems Changes for Ministry of Improvement of Carried out by the
reform better service Health services government MoH. The focus
delivery health services of most of the
work of WHO,
UNICEF and
NGOs. Also an
aim of World
BankandADB
assistance.
Health sector Changes that go Ministry of Change in the mix MoHseeks
reform beyond Health and private of service partnership with
government providers provision between private providers.
health services public and private A feature of the
sectors ADB contracting
pilot.
Improved health Better health All influences on Lower morbidity Seen by most
status outcomes; health care, health and mortality donors and the
improved and the through MoH simply as an
indicators of environment environmental ultimate outcome.
M&M change
Health system reform: The need to improve service delivery was most
commonly mentioned as the principal aim of the reform. One advisor observed that:
The public health system in the main provides poor services to poor people while the richer
people use private services where they get more respect, better service and more of their demands
are met (1011).
Another advisor argued that in practice:
... health reform appears as a planning and policy-making process (101).
Within the Ministry there was a view that the reform aimed to rationalise resources and
improve population access to quality services. It was argued that the previous system
did not function adequately because the government had to bear all the costs, the
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physical infrastructure was never completed, and levels of services were poorly
delineated. As one Ministry official explained:
... health reform is the new health policy, [incorporating health services] from the top to the
community level, involving not only curative care but preventive care, public health and health
promotion (MH13).
In line with previous planning for the strengthening of district health services, it was
argued that the health reform aimed to encourage the community to work together with
the health centres to improve service delivery (and to share costs in a system that was
otherwise badly under-funded). Other key informants believed that a few powerful
strategies and institutional tools had already been put in place to improve service
delivery, including the geographic relocation of facilities under the Health Coverage
Plan, new budget, financial and accounting structures, a health information system,
essential drug distribution, reorganised district health management, and staff training
packages.
Health sector reform: The concept of health sector reform was used to indicate
that the process extended beyond government services. Correcting the imbalance in
health spending between public and private sectors by increasing the utilisation of
government services was seen as an important element of the reform. In practice, little
had been done to place the private sector under the official reform program, beyond
legalising private activities in 1995, after which there was a rapid, unregulated growth
of private health delivery. Experimentation with the private contracting of government
district health services was to commence in 1998 mainly to help improve management
practices. But as one key informant explained:
... privatisation of the health system is not the main, or the only, reason this is called health
reform ... [although] privatisation is a part of the reform process (NG2).
Even so, it was argued that health sector reform should not to be regarded as the
exclusive domain of the Ministry of Health. Other institutions also had a role, including
the Ministry of Finance, which was responsible for budget issues. Moreover, it was
understood that the broader reform of government administration impinged on the
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health sector. Development of the government's human resources also crossed sector
boundaries. And the expected improvement in economic and social conditions should,
it was argued, assist all social sectors including health.
Improved health status: For some key informants, the concept of health reform
was defined as the changes that are necessary to produce a better health result (101).
One advisor believed:
The aim of improving health status rather than simply improving service delivery may not be
stated clearly but is implied in all of the health planning (105).
Some had the view that improved health services would help indirectly to alleviate the
effects of poverty and improve the conditions of life by increasing peoples' working
capacity. According to another key informant:
... everyone is thinking about the issue of health status because at the moment the [former] health
system is simply not working as it should ... maternal mortality is extremely high, life expectancy
is low, and so on (1011).
Another key informant identified some of the linkages between health services and
health status, saying:
The big-picture indicators [of progress in the reform process] include decreasing mortality rates,
decreasing fertility rates ... [which are] then broken down into more specific indicators like
increasing immunisation coverage, increasing access to health services, improving the quality of
those services (HQ2).
Ministry officials thought improving the health status of the population would be
achieved by improving the performance of and access to health services, both public
and private. Within the Ministry, concern was expressed about the relationship between
the reform program and health status because:
... at the moment we think only about 'capacity'. The problem is [therefore] related to the
implementation of the health reform. In the end, the impact of the reforms should be to improve
health status, but knowing how to link the reforms with improved health outcomes is very difficult.
Until now the [Ministry] has been looking at planning and financing and not at the broader issues, but
it must also give attention to the issues of health status (MH8).
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As one international advisor commented:
The danger will always exist that in supporting the reform of the government structure the focus will
be on restructuring the institutions with few resources apparently directed to and few results achieved
at the population level. With the health reform this has probably been the case (105).
Key informants therefore generally viewed health care reform as a comprehensive
program of change in health service delivery designed indirectly to improve health
status in the longer term. They believed the program was tailored to the needs of the
health system rather than to the macro-economic environment (though health services
were clearly constrained by fiscal conditions). The reform program was determined
largely in a pragmatic way though it reflected the prevailing ideology of market-based
health care reform. And the policy was characterised by the articulated roles of the
Ministry of Health and the International Organisations.
7.3 Health reform policy and practice
In what ways were the general concepts of health care reform interpreted for
Cambodian conditions? The interview data indicated that a number of key players had
influenced the policy process. These came mainly from the Ministry of Health, from
UNICEF and NGOs such as MSF (Holland/Belgium), and from the WHO. The World
Bank and the ADB also provided significant support for health programs and pilot
projects. Bilateral donors (like the Australian, Japanese, German and other
governments) provided major project assistance but played a lesser role in determining
health reform policy. Interestingly, neither doctors as a whole nor the private sector
proved to be an organised influence on discussions about health care reform. There is
no doubt, however, that the needs of these two groups had a strong indirect influence on
the way policy was formulated through the MoH. The general concepts of health reform
as they were interpreted by key informants are discussed below under three headings:
the influence of the main models of health reform; the roles of government and the
private sector; and the key policy issues.
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7.3.1 Models of health care reform
While a consensus on the main lines of the health care reform eventually
emerged, elements of the different reform models identified in Chapter 2 were
introduced independently into Cambodia by the main international organisations. The
Ministry of Health had for some time been committed in principle to the strengthening
of rural health services. Ideas related to community health financing and improved
health coverage came from organisations like UNICEF and MSF. The population-
health approach and concern for health planning were the basis for activities carried out
through the WHO. And projects funded by the international development banks
emphasised ideas related to cost-effectiveness and more efficient management methods.
A number of key informants acknowledged that the health minister, Chea
Thhang, had initiated the thinking about population health coverage and had pushed
the new policy through the ministry once political approval for it had been gained.
Initially, 'reform' had not been the accepted terminology. As a Ministry official
explained, in the early 1990s:
... we started to talk about the 'modernisation' of the health system. There was also some
discussion about ... the word 'reform', although we were not so clear about the different meaning
of the words. Some people argued that reform was the correct word because it meant not just to
improve our [existing] work but to make changes both at the central and at the peripheral level - it
meant making a change in the way that the Ministry's departments were organised (MH8).
In what ways, then, did this reorganisation of the Ministry and of the health system
draw on established models of health care reform?
According to one Ministry official, the origins of the health care reform could be
found in the national process of free-market economic and political transition from
1991. Another respondent suggested that the intellectual source of the policy had been
the national administrative reform of government services, a difficult transition
program begun in 1994 with support from the World Bank and the ADB. Against this
background it was not surprising if some thought of health care reform as the
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application of private market mechanisms based on 'neo-liberalism', or what the
French call 'economism'. One respondent said the implication of such a view was that:
... we don't talk about the health reform improving the well-being of the population but simply
that the popUlation will be better for the change (NGI),
and that its aim was:
... to have better health for people in order to create a more productive work force (NGI)
(emphases added).
Others believed the influence of market ideology had been more indirect. One
international advisor explained:
It is not completely clear that the reform is simply an application of neo-liberal economic policy in
the health sector because ... [its proponents] do realise [there are problems] about 'market
failure' ... [Moreover], we always come back to equity and back to the notion of the responsibility
of the government at least for public-good issues like [immunisation] .., [T]hat part of the
discussion should always be present so it is not only about economic reform. I know economic
reform has been the driving force and there has been an ideological influence ... The question
should be asked at a certain stage, how far do you go and when does it become no longer efficient
to continue with certain reform measures? It is not clear cut; it should not be only economically
driven. It is interesting then to define what is the responsibility of the public health services ...
[which] clearly still have a big part of the responsibility for health care (109).
Moreover, the approach of the World Development Report 1993 was not always
seen as appropriate in the Cambodian context. In the opinion of one advisor:
The health reform literature from the World Bank presents a very economist point of view. But it
leaves unanswered what is the cohesiveness of the cost-effectiveness measures, where does the
demand side come in, will patients be happy with the services. The World Development Report
1993 is now an 'old' document and things are changing rapidly. Now there is an extensive
literature on health sector reform issues (lOll).
From the time of the 1993 Workshop on District Health Strengthening (Chapter
6), UNICEF and MSF had pioneered a more community-oriented approach to
reforming district health services, although at the same time MSF pressed for the
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introduction of user fees. It was argued that these organisations were alerted to the need
for district-level reforms by their experience with project implementation in Cambodia
and similar experiences in other countries (compared to those organisations which
focused their activities on policy development and ministry strengthening). NGOs also
played a key role in developing a community- and district-based approach to improving
health services.
According to one key informant, it was extremely difficult to speak of a single
NGO approach:
... it is always difficult to speak in the name of NGOs because they a such a diverse group. In the
very beginning NGOs were still a bit outside the whole idea of health reform and were involved in
their own projects. But now I have the feeling that the NGOs want to remain critical and
independent and generally speaking they support the national policy and want to integrate with it.
They want still to have something to say about the reform and playa part in the discussion (109).
Nonetheless, NGOs supported community development aspects of the reform, were
concerned about low staff salaries, wanted more thought about fee exemptions for the
poor, and looked for greater regulation of private services (Medicam, 1998). For many
years prior to 1993, NGOs had played a unique role in the development of public health
services. It could be argued that without the presence of NGOs many national policies
may barely have been implemented at all at community level. In particular, a number of
NGOs (including Save the Children Fund Australia, Australian Red Cross, and World
Vision International) carried out worthwhile PHC projects. 'Primary health care' was,
however, not a commonly used term in Cambodia. One key informant commented that
the Ministry did not have a good understanding of the PHC concept (Chapter 6).
Ministry officials believed implementation of the HCP would assist primary health care
work. With the exception of MSF, most NGOs remained independent of the reform
process. However, drawn into reform activities - by, for example, accepting ADBlMoH
contracts for district health service delivery - NGOs had the opportunity to assess
practices likely to cut across traditional community values. According to one view,
NGOs could take a more active role in advocacy on behalf of civil society:
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In the private sector doctors are ready to do anything to make money and in the public sector
anyone with responsibility is always ready to abuse their power to make money or whatever. This
means we very much need a watchdog in the name of civil society, and NGOs are not playing this
role now. As for the private sector it is also necessary to consider the role of the state. But the
private sector and the state are so closely mingled together that there is no way you can expect the
state to control the private sector. So only the NGOs can do the watchdog role and they are not
doing it (NG1).
Public health principles of reform were introduced mainly through WHO. While
the Strengthening of Health Systems (SHS) project eventually provided the main
vehicle for the development of the national health reform policy, the focus of the
project was originally different. According to one key informant, WHO began to deal
with key policy issues at an early stage:
The SHS project began at a time when there was no national government but simply the Interim
Council of the four [opposed political factions and] the UNTAC administration ... WHO worked
from 1992 until the elections in 1993 with all four factions as part of the peace process, discussing
health services [with factions] in different parts of the country. There was no doubt that [the
incumbent] SOC government was controlling the largest part of the country, and the SOC ministry
of health became what we see as the Ministry today, including most of the current personnel.
From the very early days, WHO was involved in trying to think about increasing the capacity of
coordination of heath activities by the government ... rather than focusing on the delivery of
health services ... There was real collaboration between WHO, ODA,! UNDP and the Ministry. At
the moment there was a recognised government in place [after 1993] ... the work immediately
shifted ... to capacity building in the Ministry of Health (1012)
One key informant explained that the aim of strengthening health services grew
into the concept of health care reform when the Ministry itself considered this was the
best path. Introducing the terminology of health care reform into Phase 3 of the SHS
project reflected a general consensus on policy development between the Ministry,
! ODA are the initials of the former British Government Overseas-Development Agency.
Following changes under the Blair Government, the agency is now known as the Department For
International Development (DFID).
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WHO and its key funders (DFID, the UNDP and the Norwegian government's
NORAID).
7.3.2 The role of government
Various ideas were presented about the appropriate role of the government in
health care provision, covering questions of income and health care distribution, the
coordination of different health care provider activities, the regulation of non-
government services, and alternate sources of health financing. According to Ministry
officials, not much conscious thought had been given to health care reform before
1995,
... because in the Constitution all health care delivery was the responsibility of the government
and health care to the people was [officially] free (MH8).
A common view was that the political preconditions for health reform had been
established when (prior to its adoption by the Ministry in 1995) the Health Financing
Charter was endorsed by the Council of Ministers (or cabinet of the government) and
by the Ministry of Finance. There was less certainty among key informants about the
role the government ought to play in the further provision of health services within the
environment of the market economy. However, some key informants had begun
already:
... to question whether at the level of service provision the role of the government should still be
as big as it is now and as the Ministry of Health wants (NG2).
It was generally agreed that in the areas of distribution and regulation government
intervention was essential. One key informant argued government activity was required
for:
... transferring budgets between levels and across sectors to shift resources into areas where
people are poorer ... [because] a lot of people out in the rural areas are paying a much greater
share [of health costs] than they should be based on their income. That was the finding of the
[1997] Socio-economic Survey. Overall, health expenditures per capita are higher in urban areas
than in rural areas but are lower as a percentage of income (106).
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Furthermore, as district-level services were increasingly decentralised, as private
contractors were introduced for the delivery of public health services, and as the private
sector grew, it was argued that:
... the whole new cocktail cannot work unless there is regulation, and that is a big problem,
because the competition [from the private market] is unfair and completely anarchic and savage
(NG2).
According to one Ministry official, who thought a relatively good level of
commitment and cooperation made Cambodia different in principle to other developing
countries:
We are now looking at how to combine the efforts of all the partners in the health sector including
private suppliers, local communities, the government, the international organisations, and so on
(MH7).
In the areas of planning and coordination, the Ministry had worked genuinely to take a
leading role (as far as possible). According to one international advisor:
As far as national health planning is concerned the Ministry does seem to have a good idea of
where it is going. If you compare the Ministry of Health with other ministries it is clear it has
done a lot of good work. In general the Ministry has done a lot of thinking and a lot of planning
[which] ... given the constraints ... is quite incredible (104).
Health was seen as an interesting example of sectoral reform compared to other areas,
where failure had been evident. One reason for this, according to observers, was that the
Ministry had attempted to coordinate donor assistance around the strategies detailed in
the Health Coverage Plan. The Ministry was strong enough to say what it wanted in
discussions with the international agencies and to continue the work of district health
strengthening it had begun earlier. On the other hand, some key informants were critical
of the obvious failings of the Ministry and pointed to many practices that harmed
progress in achieving genuine reform.
While it was generally accepted that the reform process had been driven by the
international agencies, there was a strong view that neither the Government nor the
Ministry would have supported the reform policy had it not been seen as appropriate.
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Many believed the role of the Ministry had become stronger over time. One key
informant summarised the situation as follows:
Clearly, ... the ideas of reform, were imported ... Some.of the financing ideas, the coverage plan,
relocation of facilities ... were quite hard issues for any government to consider, even for a
politically very successful and stable government [and more so for Cambodia]. In a sense, it is of
benefit to the country that this policy development process took place when the government was
quite weak and open to ideas [and] ... needing a lot of help both financially and technically ...
Perhaps in the early period [the Ministry] did not quite understand all the implications [of the
reform program] and there was some reluctance [to accept the ideas], but in the last two years
they have been absolutely and totally committed. Eventually it is the minister who has to sign and
say let's do it ... Dr Chea Thhang could have turned around and said forget all that, it's
dangerous, maintain the status quo [but he didn't] - (106).
Even so, key informants pointed to the ongoing problem of the perceived
'ownership' of the reform. Many influences were at play. It was felt that on some
occasions the Ministry had little option but to accept proposed changes simply because
it lacked alternatives. According to one key informant:
In the beginning the Ministry just let [the reform process] happen because it had no opportunity to
come to a decent conclusion about it. So, luckily, Cambodia had the right [international] advisors
at the right time, and the advisors were lucky to find a place where the health system had almost
collapsed and nobody was protective of it (107).
The danger remained, reported one key informant, that the Ministry might not find the
opportunity to evaluate for itself the relative merits of different reform experiments
(sponsored by various international organisations) and may be forced simply to follow a
path dictated by the availability of donor assistance.
7.3.3 A suitable role for the private sector
The rapidly growing private sector was described by one key informant as
chaotic, poorly defined and very diverse. The need to attract a large part of private
spending to public facilities was widely recognised. The common view was not that the
private sector should be either stimulated or prohibited but that it should be regulated.
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Opinions sometimes reflected the philosophical outlook of the commentator. Others
tailored their judgment to prevailing conditions. According to one advisor:
In my view, Cambodia is at such a basic level I would like to see that a basic public health system
was developed and [only then] ... should we perhaps discuss privatisation, contacting, and so on
(1012).
It was argued that applying the latest thinking in public health administration was
required so as not to repeat the mistakes evident in other countries. The example
provided was Thailand, where extensive privatisation of health services had occurred
without uniformly good results and with conspicuous misallocation of resources (I04).
Such a situation could be prevented, it was argued, only by developing government
services. The logical outcome in the urban health market would be a shift of resources
from private into public services. In rural areas, where most household expenditure on
health had gone unofficially to government health staff, it was argued that organised
financing schemes for public services would be likely to reduce the overall household
costs for health.
Ministry officials believed that when people could exercise choice there had been
a tendency to use private clinics, where (ironically) doctors had a good reputation based
on their work in government services. Of course, this view assumed the ability to pay
for health care. One advisor cautioned that in the private sector people were commonly
being exploited, paying a high cost for poor quality and often dangerous services. The
government had provided the opportunity for the expansion of private clinics that
delivered appropriate services because government health services were simply
inadequate. It was argued that, to provide a real choice, government services had to be
improved as a viable alternative. The reality, nonetheless, was that particularly in urban
areas the private sector was simply swamping public health services.
A measured view was taken of the activities of government health staff whose
private work provided a much needed subsidy for meager government salaries.
According to one Ministry official:
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We cannot say [that] government staff ... must work [exclusively] full time in the public sector,
with a small salary. But ... we should take care of poor people just as well as rich people are cared
for. This has to be the ideology of the physicians - a commitment to human needs (MH7).
Similarly, the Ministry wanted to create a collaborative partnership between the
government and private providers. The real concern, therefore, was how to achieve an
appropriate mix of public and private services while it appeared to many observers that
the situation, especially in Phnom Penh, was simply a mess. Key informants recognised
that the eventual separation of private from public services was the starting point if
private services were to playa positive role in helping to improve health service
delivery. But such separation made no sense at all as long as salaries in the government
sector remained so low, too low in fact to retain in public service any competent health
staff faced with making a choice between the sectors.
According to one key-key informant, it may be beneficial if the health reform
resulted in fewer people employed in the health service at provincial and district level
as a result of more stringent performance requirements:
Now [under the health reform] if you have the capacity [to give quality health care] you have to
show it. Usually the health staff do not like the idea of leaving the government service and going
into private practice. [Some staff] think too much about helping people who are sick and not about
making a profit. .. Many government staff are in private practice anyway, they have their own
clinics and they work in the hospital too, so they have both: why would they [want] to leave the
government service? The separation of public and private services would be a good thing, but it
may be very difficult to introduce and to enforce because people just do not follow the laws
(MH4).
7.3.4 Policy issues
While a consensus among key players had emerged in support of health care
reform in Cambodia there was not a single, all-inclusive reform program. A number of
different views were evident on the policy issues that characterise health reform
globally. Among the main issues are health financing, quality of services, and
management methods (both private sector and community-based). These are discussed
below.
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Health financing: According to one Ministry official:
The distribution of the national budget is a difficult issue and the Ministry of Health cannot do
much to change the situation in the short tenn. In principle, health is allocated 7% of the national
budget, and it will be difficult to increase this proportion as long as the security situation is not
stable (MH8).
Consequently, according to a key informant, the bigger issues related to resource
mobilisation are important and need to be addressed [and therefore] we need to make
hard technical as well as economic arguments as to why more resources are needed
[in the health sector] (HQ2). As one international advisor observed, the unsolved
budget problem created a serious risk that even should the proposed infrastructure
development under the HCP take place the lack of funding to support health staff could
spell the end of effective public health services.
Many Ministry officials looked to user financing to fill the funding gap and had
been encouraged by a few instances in Cambodia where user fees appeared to operate
successfully. A number of international advisors who understood the shortcomings of
such cost-recovery methods had a less sanguine view. One international advisor
believed the Health Financing Charter had been perceived by the Government as an
attempt to get some order into chaos:
It sets a framework for a system in which a number of things can be tried out before they end up
in some sort of national system. The danger is, though, that many people in the Ministry of Health
might think that the financing refonn can solve the financial crisis or the problems of financing
the health sector. It is necessary to make the point that even under the best circumstances this cost
recovery will never meet the costs of the health sector the way it exists now. My view is that
perhaps we have ... raised expectations for this ... But there are also many [in the Ministry] who
understand the complexities ... and know the literature (1012).
According to key informants, the application of user fees aimed variously to
lower the costs of health services to patients, reduce the inordinate level of household
spending on health care, attract more resources into the public health system from
private spending, help cover hospital and health care costs, improve financial planning,
help motivate staff, and encourage more efficient use of the limited resources available.
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One key informant argued that user fees give some value to the services for the
people who get care (NG2). It was thought patients had generally not objected to the
fees because they were accustomed to paying (unofficially) for health services as well
as other necessities. There was evidence that, at certain facilities, introducing official
charges had helped to provide additional funds for staff incentives and recurrent costs.
Many participants consider the experience to be different to African countries where
fees had a negative impact on utilisation. Differences of opinion were also evident
about the pace and the scale of introducing fees. On the one hand a Ministry official
explained that people must be educated to understand that health services cannot be
completely free because the government does not have the money to support free
services (MH2). On the other hand it was argued that user fees would have no major
impact on revenue raising (109).
Key informants doubted that the exemptions policy worked effectively in practice
to protect the poor or that the problems of adequately defining the poor had been
resolved. In fact, criteria for assessing who would qualify for exemptions had not been
officially determined, and local committees established to deal with the problem
commonly found it impossible to deal with the situation satisfactorily. As one Ministry
official reported:
... [when] exemptions are implemented for the poor, some provincial reports indicate that up to
60% of people cannot pay for health care. But the difficulty is how to identify the genuinely poor,
[so] ... there is a need to involve community representatives from all sectors and this has begun in
many places ... The plan is to develop community committees in all locations ... (MH14).
Concern was expressed about the manner in which fees had at times been
introduced - too suddenly, without community consultation, without fully informing
people and without the necessary prior improvement in service quality. Some key
informants pointed to the danger that user fees were being introduced too widely and
that the Ministry was unable properly to police the guidelines. Information from
hospitals and health centres gathered by the Ministry indicated that results varied. It
appeared that staff at some government facilities had not fully understood the goals of
the financial reform nor distinguished clearly between official and unofficial fees.
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Quality of service: The perceived relationship between user fees and service
quality was complex: Improved quality was regarded as a prerequisite for the
implementation of user fees at facility level. However, few facilities had yet established
even the requirements of the MPA and therefore could qualify for the fee system.
Additionally, it was proposed that fee income could be used to support further
improvements in service quality. Nor were the precise causes of evident improvements
in service delivery or utilisation always clear. One Ministry official commented:
It is evident that the level of activities and utilisation is going down with the implementation of
user fees, although in some cases [like those mentioned above] utilisation has improved ... The
result is not so good in Svay Rieng [province] where the poor level of service and the application
of user fees at government facilities means people tend to chose private services ... There seems
[also] to be better results when community participation is implemented [as in Siem Reap
province] (MH14).
Key informants pointed to the example of the National MCH Hospital (Case 2,
Appendix I), where there had been extensive infrastructure development, and the Takeo
Provincial Hospital (Case 1, Appendix I), which had benefited from a long period of
international assistance, as cases where the fee system alone may not have been the
main cause of success. It appeared that utilisation had fallen at the Svay Rieng
Provincial Hospital (Case 3 in Appendix I) when, in response to a lack of funding and a
financial crisis, user fees were introduced suddenly and without adequate preparation
despite the efforts of management to consult hospital staff and community
representatives. As one key informant observed, there were extenuating circumstances:
utilisation had in any case been very low; staff may have continued to accept unofficial
payments; the time following the introduction of fees was too short for proper
judgment; and utilisation rates subsequently appeared to rise. By contrast, at newly
established health centres in the province it appeared utilisation clearly increased
between 1996 and 1997 even though fees were applied to service delivery.
Private sector partnerships: There was little indication from key informants that
privatisation of government services was high on the govern.ment's agenda. Moreover,
it was argued that both low salary levels and limited economic development put severe
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constraints on the separation of public and private services. As one Ministry official
explained:
... if we now demand that the staff decide between public and private sectors, because of the low
government salary the qualified staff will move to the private sector. In the future, if salaries rise,
health staff will be in a better position to make a clear decision between making more money in
the private sector or having the great honour of working in public health. This depends on
progress in the socio-economic situation ... (MH8).
The experiment in contracting of services was designed to address the questions
of management methods and of private sector relationships. According to one key
informant:
Cambodia presents an interesting opportunity to test contracting of services because it is passing
through fundamental changes; market changes are being introduced at a dizzying pace, and
contracting is one of those changes too (HQ2).
It was argued that, by helping to cement an appropriate public-private sector
relationship in health care, contracting arrangements would allow the government to
focus more on 'steering' (policy, planning and regulation) and less on 'rowing' (service
provision). This would lead, one key informant argued, to a more clearly defined and
[better Jmonitored public sector (101). Based on indicators showing low levels of
immunization, ante-natal care and other services, it was argued that:
... district health services in Cambodia are weak and need to be strengthened and contracting
seems to be a rapid way of achieving that by bringing in good management skills at the district
level (HQ2).
Opinions varied on the advisability of applying contracting methods widely.
According to a Ministry official:
Contracting is not something that will be applied all over the country because it is being used just
to test the management style [at health centres and] ... to make an estimate of the real costs of
service delivery at health centre level. Then the Ministry will be able to determine what sort of
services are affordable (MH7).
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A number of constraints faced the contracting model. One key informant pointed to the
un-developed nature of the legal system, explaining:
... there is no legal basis for anything in Cambodia ... even business people are cautious about
investing because no contract they sign can be legally enforced (1012).
Some key informants argued that contracting was not commercially viable in the
Cambodian context. Others believed the management and financial capacity was not
available to support the contracting system, especially for service delivery in remote
areas.
Community involvement: In a situation where the government apparatus was
weak, some key informants argued it was logical to involve communities in the
management and financing of district health facilities. As one key informant explained:
... the communities can introduce the element of accountability by holding health workers
accountable to the communities they serve... That community involvement then helps to organise
the use of community resources which are spent on health and education, and actually to direct
them towards priority services that meet the community's needs ... [In principle] people should not
pay unless they have a voice (106).
Proponents of the model believed the high level of household spending on health
care indicated the community's capacity to pay moderate user charges. It was argued
that the patient contribution was important because in practice communities were
already carrying most of the local health centre operating costs informally. It was
argued that the approach differed from World Bank recommendations for the financing
of health service by accepting that the affordability of health services to users was the
most important financing issue.
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7.4 Connotations of the reform policy
As the effective implementation of the reform program had just commenced at the
time of the study, it was premature to expect an evaluation of its outcomes. Even so, the
following sections present responses from key informants about various connotations of
the reform policy, discussed under the headings of demand for health services, equity in
health care, and the sustain ability of reforms.
7.4.1 Demand for health services
While there had been only limited experience with reform implementation, in
some cases an improvement in service delivery had been evident. Nonetheless,
according to one international advisor:
Despite the improvement of services in many places there often had not been a corresponding
improvement in utilisation and delivery of services. There are in fact very low rates of service
utilisation. The reason for this is not at all clear and it will be the subject of more research ... The
problem shows up in the National Health Demand Survey. We don't know exactly why this is the
case but it must have something to do with the trust people have in the health service, or the lack
of trust. It is important to find out the reasons for this demand side problem rather than simply
continue to go with supply side reforms alone (109).
Other key informants believed demand for government services was low simply
because so few facilities functioned effectively. Often, where there had been adequate
support for the delivery of quality services from NGOs or elsewhere, utilisation had
been considerably better. As one key informant observed:
In fact, people are smart about service delivery and if there is not adequate service delivery at the
health centre they will not go (1012).
The reform of health services had been pushed forward even though the
determinants of health care demand were not well understood, and this was the cause of
criticism by some key informants. One criticism focused on the predominant role of
technical experts in designing the reform and emphasised that too little attention had
been paid first to understanding the population's beliefs and health practices. Another
key informant argued that because the responsibility of the Ministry of Health ended at
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sub-district (health centre) level, the health reform was not linked to people at village
level, and that without encouragement the villagers would not therefore use the health
centres. According to another explanation, low salaries were the cause of low service
quality which caused the lack of demand.
Consideration of cultural, social and environmental influences on health had
received little attention. However, widespread poverty was regarded as ultimately the
biggest constraint on health development. According to one Ministry official:
... if every day people find themselves so poor they simply cannoLand do not pay attention to
their own health concerns the problems will remain ... In five years time we may have a better
situation, but in the meantime we will wait for the outcome of the next election [in 1998] (MH6).
Another official observed that the difficult economic conditions also affected health
workers directly:
Difficulties arise because the standard of living of the government health staff is not sufficient to
enable them to serve the people properly with adequate health care (MH12).
Some advisors were relatively optimistic because, lying between two 'Tiger'
economies, Cambodia was likely to be absorbed to some extent into the dynamic
regional economic environment (despite the obvious setbacks in 1997). Others saw
difficulties within the economic framework:
... Cambodia is facing the extreme pressures of capitalism and or the open market, and I'm not so
sure that in any field Cambodia has the capacity to resist these pressures (104).
Economic growth alone could not be guaranteed, however, to distribute either incomes
or access to health services in an equitable way that would satisfy the conditions of
demand and meet the health needs of the population, the majority of whom would
remain abjectly poor.
7.4.2 Equity in health care
Equity issues were infrequently reported in the interview data. However, the issue
of equity was commonly regarded as implicit in the plans to strengthen rural health
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delivery, and appeared indirectly in a number of ways. A concern for equity was
evident in the notion that costs to users would most likely fall with the introduction of a
transparent fee structure (in place of under-the-table fees). It was also believed that
population access would increase with improved health coverage. One Ministry official
argued that regulated user fees would provide a form of cross-subsidisation so that:
Those with the ability to pay for health care ... should make a payment for services in order to
provide some revenue and help others who cannot pay (MH7).
Where official fees applied, exemptions were in principle granted for the poor, who had
the right to expect the same quality of service as those who paid fees. This principle
had, for example, been established at the new fee-paying National MCH Hospital (Case
I, Appendix I). However, during data collection it was not possible to establish that
exemptions anywhere functioned effectively to protect the poor. In many cases the
administrative machinery for implementing exemptions had not been established.
Finally, one Ministry official suggested that a 'social security system' along the lines of
a 'solidarity fund' be established but added that this would require further consultation
with the international agencies.
The failure adequately to consider the issue of equity in health care reform is a
cause for concern and will be taken up further in Chapter 9.
7.4.3 Sustainability of the reform program
Because the implementation of the reform program was likely to take many years
to complete, some respondents raised a number of concerns that could put the
sustainability of the reform program in doubt. Others were relatively optimistic.
According to one key informant:
... the progress so far is very positive to the extent that the overriding decisions in key areas have
been made, potentially the tools are available to carry them out, and there is more and more
experience in various places ... Understanding how much has been achieved since 1993 and the
amazing speed with which the government has officially adopted certain policies, even though it
may not always be able to implement them, [it is possible to see that] clearly a lot of change has
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occurred and a lot has been achieved. If the pace of change in the last five years is continued in
the next five years then it is likely the main parts of the reform plan will be achieved (105).
The dependence of the health reform process on funding from large projects
financed by the development banks and bi-Iateral donors was a concern for other
respondents. The slow progress of these projects - which included most infrastructure
development - could cause problems for other elements of the reform program:
The risk is that we are going to have a trickle of money, a long drawn-out process where we talk
about monitoring and evaluation experiences but in fact we don't _dothat and all we do is muddle
on. Meanwhile, money goes into other areas of the country through [other organisations, like
NGOOs] and ... in three or four years time [if the reform plan is not properly implemented] ...
there may be a need for major shifts. The earlier that we get money in and we try to document the
process the better it will be. [Another] risk is that people do not proceed beyond building
structures and they think that is the reform process ... but that is really just the starting point. So a
balance is needed [between] not going too quickly ... so that we get a building that after six
months no-one is using, there are no trained staff, there's no proper financing ... but quickly
enough to have some sound examples of how things work (I06).
In the circumstances, should the infrastructure program not keep pace with other
reform initiatives it was thought some donor organisations may feel a need to review
programs and funding. Some feared that with delays in implementation the population
would become demoralised. Others argued that the level of foreign aid would inevitably
taper off over the next decade, in which case the reform process could stagnate or
collapse. One key informant argued that should the reform not be successfully
completed there was a danger that service delivery would increasingly fall to people
outside the public health system and the situation would be totally anarchic (1012).
According to another key informant:
There is a risk that everything falls flat and that we will be talking about the Health Coverage Plan
and the revitalisation of districts for the next ten years and you will still have only a few districts
where things are actually working ... and there will be tremendous unmet needs in health (I06).
Nonetheless, among Ministry officials there was a feeling that implementation
seemed slow only because of the circumstances. It was argued that the reform process
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had begun effectively only in 1995 and had first been consumed in the planning
process, and the next step was to pilot different reform initiatives. Construction of new
health centres and staff training had begun only in 1996 with assistance from NGOs,
bi-Iateral and multi-lateral donors. Regional workshops had been organised in 1998 to
educate staff about the reform process, during which it had been sometimes difficult to
convince staff about the importance of the reform. It was hoped that construction of the
planned health centres might be completed by the year 2000, that over a five- or ten-
year period trained staff would be allocated to all 900 health centres nationally
(including 'health posts' staffed by local people in remote are.as), and that aid would be
available to train surgeons and other specialists for referral hospitals. It must be said
these were optimistic views and that changes of this nature would not be easy to
accomplish.
Both the design of the reform program and the need for financial support made
the sustainability of reforms more difficult. It was argued there had been no alternative
to designing the reform as a nationwide, top-down process of re-construction, despite
the greater burden on sustainability. According to one key informant:
... it is not possible to carry out such a reform by working from the bottom up because a number
of essential changes need to occur in terms of financing, investment, staff numbers, salary
arrangements, new management procedures, or health coverage (105).
Clearly, the health reform could not have been sustained without the support of
international donors, and respondents continued to express caution about the future of
the reform process. One commented that:
The idea of health reform is a good one, in theory, but the implementation of the reform is more
difficult and the results are not yet so good because the human resources in the health system are
not yet sufficient to carry out all tasks ... [and] the main problem in implementation is the
[limited] budget available for health reform (MH2).
Another observed that the:
... sustainability of the health sector does not in any case depend on the Ministry of Health alone
but on the socio-economic development of the country (MHS).
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There was an optimistic view that by about 2010 an improved level of economic
development would reduce the need for foreign aid. According to others:
We need long term funding not just short term assistance from NGOs and lOs if the system is to
be sustainable (MH13).
Nonetheless, there was a feeling that the level and the nature of international
support could change. Ministry officials welcomed the assurance that an 'exit strategy'
had been considered for certain international assistance programs in the foreseeable
future. This referred mainly to the level of direct technical assistance. Transferring
skills and building the capacity of the Ministry with international assistance especially
in the area of policy and planning had been the main element of the early phases of the
reform program. Improving the capacity to manage disaster response and to deal with
the expected increase in the incidence of non-communicable diseases (as the health
transition unfolded) had also been addressed.
The financing of health services remained the key constraint. Even so, given the
international experience, Ministry respondents expressed perhaps too great a confidence
that better sustainability would be achieved through fee-for-service procedures. It was
argued that, in principle, establishing a public-private mix of service delivery involved
no more in Cambodia than was already accepted universally (even in Europe).
However, in practice such an approach would have to account for the higher levels of
average income, availability of social health insurance, and level of government support
for private services characteristic of such situations.
7.5 Consensus on health care reform
While Cambodia's health reform program was an amalgam of different
initiatives, a consensus could be identified about the need to find satisfactory ways to
improve the funding and organisation of government health services and to build a
more clearly defined relationship between public and private providers. It was too early,
however, to judge how well the various elements of the health reform program had
performed in meeting these aims. More experience with reform implementation was
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needed. Many of the reported comments therefore represent expectations rather than
outcomes.
Over the coming years those expectations will be tested. Nonetheless, some
preliminary conclusions are possible from the interview data. Perhaps most striking was
the absence of conscious attention given to the policies of the World Development
Report 1993. Policies derived from the population-health model were much more in
evidence. Even so, it was clear that Cambodia's health reform policy reflected the new
conditions in which the influence of private market forces in health care delivery had
been implicitly accepted. The main drivers (both objective and subjective) of this health
care reform program could be summarised under a few headings: the transition to a
market economy; the influence of foreign funding in health care delivery; and the role
of international advisors. The cooperation of the Ministry of Health and the agreement
of the main players on district health development could be identified as the main
facilitating factors.
Although the health reform program had many legitimate critics and a number of
evident flaws, a general consensus had emerged around a number of key elements.
These included the redevelopment of district health infrastructure under the health
coverage plan, the broader financing options provided by the Health Financing Charter,
the emphasis on district health development, and administrative reform of the Ministry
of Health. In other areas, such as the manner and extent of the application of user
charges and the precise role of the private sector, there was not a consensus. Criticisms
of the health reform program focused mainly on the manner in which policies had been
implemented and the ability of the Ministry faithfully to put into practice the
commitments made on paper. In some cases, these criticisms implied that the approach
itself may be flawed.
Interpreting these results requires an understanding of the underlying bias
inherent in the interview process. The purpose of the interviews was to determine the
thinking of key players about the application of international health reform policies in
Cambodia. It was not to discuss what ultimately the best possible approach to health
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development might be. The interviews therefore surveyed the opinions mainly of those
who were responsible for, or favoured, developing and implementing the health care
reform. Some criticisms of the reform process highlighted the fact that other approaches
may be equally valid. A sense of reality and proportion needs to be maintained in the
interpretation of the results. Even accepting that there were the best possible intentions,
it would be careless to overlook the inherent inconsistency, uncertainty and
unpredictability that characterised Government and Ministry actions, which to outsiders
at times appeared ad hoc, contradictory and affected by ulterior motives. Such are the
common circumstances within which national health planners must operate in poor
developing countries.
Chapter 8 looks at the characteristics of health service delivery in rural areas in
the early stages of health reform implementation. The survey of health facilities and
households provides the opportunity to analyse to what extent health reform policies are
likely to meet population health care needs. Together with the documentary and
interview data. information from the survey provides an opportunity to evaluate the
reform program with a view to making recommendations for the future, which will be
outlined in the final chapter.
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Chapter 8
Rural Health Care in Cambodia
We grew rice and, at mealtime, we went and caught a/ish/rom a
stream or nearby pool; we did not have to worry about tomorrow ...
The main points in this chapter are:
Testimony of a Cambodian fanner
about rural life before the war
(Martin, 1994)
• Knowledge about and utilisation of public health facilities is low in rural
Cambodia and the conditions of service delivery are generally poor, with
inadequate facilities and poor drug supply.
• Preventable diseases, poor sanitation, and the lack of clean water are the main
health status concerns, only half of all pregnant women receive ANC, a small
proportion deliver in health facilities, immunisation is low and diarrhoeal
diseases are rife.
• Self-medication through unregulated pharmacies is the main form of medical
treatment, although use of trained public health care is beginning to rise
where community-development methods are used.
• There has so far been only a limited impact of health care reform measures in
rural areas, where some facilities have been upgraded without as yet showing
a dramatic increase in utilisation.
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8.1 Survey of rural health care
Once, life was easy in rural Cambodia. Rice was plentiful and no-one suffered
malnutrition. I f conditions seemed not to have changed for centuries, the reason may
have been that things were not so bad. Today, the situation is very different, and an
often harsh rural life has taken its toll in illness and disease. But where do Cambodian
rural dwellers go when they need treatment? Picture for a moment what health care
conditions are like in rural Cambodia. Anyone visiting a rural clinic after ten in the
morning was likely to find the place almost deserted. The few outpatients who might
have attended the facility would have got what little care was available and gone. Staff
would have already departed to carry out other tasks in order to generate some
additional income. A look around the facility might have revealed a handful of wooden
beds, no coverings apart from a worn mat, and probably little equipment at all other
than a baby scale or a stethoscope. There might have been neither running water nor
electricity. If there happened to be inpatients they would have remained there largely
unattended by nursing staff, cared for by family, if at all.
There are exceptions to this bleak picture, but the image is not an uncommon one.
Conditions like these are known widely to the eight-out-of-ten Cambodians who live in
rural areas on tiny rice farms that rarely produced enough to feed a family. Rural people
often see little money and generally live a subsistence, often hand to mouth, existence.
Cambodia's health care reform program was developed to address such conditions.
Fundamental to the reform is meeting the needs of the rural population for improved
access to quality primary care services. Achieving this aim would mean providing
health services to the majority of Cambodians and therefore eventually making a
considerable impact on raising the health status of the population. How far have these
aims been achieved?
Comprehensive national data on the implementation of the health care reform
program was not available at the time the current research was undertaken. As a
developing country with internal conflict. Cambodia provides a difficult environment
for population surveys. Because the physical infrastructure is poorly developed travel
and communications are difficult and a large proportion of the population live in often
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remote and inaccessible rural areas. Literacy rates are low and experience with surveys
and survey techniques, both for interviewers and respondents, is extremely limited. The
social infrastructure is also especially under-developed in Cambodia, where the normal
institutions of community life are often absent or have been destroyed. Emerging from
years of civil war and the lack of an authoritative central administration, increasingly
affected by banditry, and without an effective legal apparatus, many more remote
regions are both unstable for local populations and unsafe for visitors. These conditions
affect the confidence and well being of local populations and place physical constraints
on the conduct of population surveys.
While there have been numerous local health care surveys conducted under
various programs and projects (mainly baseline and evaluation surveys) which detail
conditions of service delivery, the national picture is less well documented. Recent
national and regional surveys on different aspects of health care conditions have
included the Maternal and Child Health Knowledge Attitude and Practice survey
(Ministry of Health, 19950, the National Health Demand Survey (Ministry of Health,
1998b), and the proposed National Health Survey (Ministry of Health, 1998c). The
draft Framework for Health Sector Reform Indicators (Ministry of Health, 1997d) had
not been implemented at the time of this study. Preliminary results were available from
the regional MoH/ADB Baseline Survey for Health Service Coverage and Health
Facilities Pilot Project for Contracting of Health Services (ADB, 1998b).
The two previous chapters discussed the main elements of the health care reform
program and the attitudes and intentions of those mainly responsible for developing the
reform policy. The current chapter looks at the results of a survey of rural health care
delivery. The survey concerned only district-level health facilities and was carried out
in association with community Co-Management and Co-Financing initiatives in areas
undergoing transition within the Health Coverage Plan. It therefore provided an
opportunity to document changes in service delivery related to the implementation of
health care reforms at district level.
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In fact, two separate surveys were conducted at common rural locations. The first
was a survey of health facilities that gathered data about the conditions of service
delivery. Some of these health facilities were commune clinics which had remained
from the former administrative system of health service delivery. For some such
facilities, clinic buildings were in use, in other cases alternate premises such as district
administrative offices were made use of, and in many cases no premises at all existed.
The remainder of the facilities were health centres newly constructed under the Health
Coverage Plan, for which new buildings existed in every case.
The second survey was of the health seeking behaviour of households in the areas
where commune clinics and health centres were located. The aim of this survey was to
assess the level of knowledge about, and the utilisation of, health services available to
households. The results of the two surveys were compared to identify patterns and
differences. Both surveys were to be conducted together at two points in time, first
during 1998 to collect baseline data for the Co-Management and Co-Financing
initiative. A second survey was scheduled to be carried out after two or three years to
measure improvements in service delivery over time. It is the results of the 1998
baseline survey that have been used in this chapter.
Both the health facilities and the households surveys were conducted in four
separate survey groups based on different characteristics of service delivery and
different stages of the reform implementation process (Table 8.2 below summarises the
characteristics of the four groups). The first group, Group A, comprised commune
clinics that were scheduled to become health centres under the health care reform (for a
definition of terms see section 8.2.2 below). This was called the Comparison Group.
Group D, called the Health Centre Group, comprised health centres which had been
newly built and established a year previously and which operated with co-management
and co-financing procedures. By comparing the results of the two groups it was
possible to identify preliminary results of the reform. Group B represented facilities
(mostly commune clinics) which would soon become health centres with co-
management and co-financing procedures and where these procedures were at the
initial stage of planning. Group C included facilities (both commune clinics and health
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centres) located in areas in which (in addition to planned reforms under the Health
Coverage Plan and the Co-Management and Co-Financing pilot) special community
development activities likely to affect health conditions were being carried out with the
assistance of donor organisations. The results from the intermediate groups Band C
will be more relevant at the time of the follow-up survey and playa lesser role in the
current chapter. This chapter therefore mainly compares the results from Group A and
Group D to identify key changes brought about by reform.
For both the health facilities and households surveys, samples for each of the four
groups were selected from common locations in four different provinces. As the surveys
were conducted across the provinces and in areas with similar socio-economic
conditions, the differences evident between the four groups were assumed to be
attributable to differences in the conditions of reform implementation. As the
implementation of the health care reforms had just begun, the survey results represent a
preliminary assessment of the reform program, but also highlight areas of concern to
policy makers and planners.
Chapter 6 described the reforms carried out under the Health Coverage Plan. The
main objectives of these reforms are to increase access to rural health care services,
increase the quality of service delivery, reduce the overall cost to patients, and increase
the utilisation of government health services. At the time of the survey, less than a
quarter of the 913 designated health centres nationally had been built and few had
begun to function fully or effectively (Lo, 1997). Newly developed health centres in
selected locations provided the sites for implementation of the Community Co-
management and Co-financing Pilot Health Centres initiative carried out under the
Ministry of Health-UNICEF Strengthening of District Health Services (SDHS) project
(Chapter 6), which was designed to increase management transparency and reduce the
effect of financial barriers to access (Ministry of Health & UNICEF, 1997).
The Community Co-Management and Co-Financing pilot is a project based on
the community-health model of health care reform, derived from the principles of the
Bamako Initiative. The financing mechanism at the centre of the pilot project is of the
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type defined by (Stinson, 1984; Creese, 1991) in which cash contributions are made to
support part of the costs of health care by individuals or their families and community
representatives are asked to give their time to assist in the management of health centres
through staff-community management committees. Co-financing takes the form of a
nominal pre-payment supplemented by a nominal fee-for-service payment at each visit.
The main object is not revenue raising but broadening the management of health
centres and increasing the transparency of financial arrangements. In this case, both the
capital commitment for the redevelopment of health centres and support for drug
supplies is made by government and donors while the co-financing scheme is designed
to supplement health centre salary and recurrent expenditures. Increasing utilisation by
improving the quality of services based on a guaranteed drug supply and increased staff
incentives is a central objective.
The purpose of this chapter is therefore to analyse some of the early results from
the implementation of health care reform programs and projects in rural areas. The
baseline survey, which included 30 rural primary-care health facilities and 1561
households, was conducted for the Ministry of Health and UNICEF (Annear, 1999).1 In
particular, the survey findings relate to the establishment of new rural health centres as
well as community-based management and financing initiatives. The aim of the survey
was to determine both the conditions of primary care service delivery at rural health
facilities and the health seeking behaviour of households in those areas.
8.2 Profile of health facilities and households
This was a stratified, cross-sectional, random cluster sample survey of primary-
care services at the community level. While the survey methodology has been presented
already in Chapter 4, the following sections summarise the main elements of the survey
design relevant to the discussion of the results. These include the objectives of the
1 Special thanks are due to the Ministry of Health and UNICEF in Cambodia for their permission
to use the results of the survey in this research. A full copy of the published survey report is available
from UNICEF in Phnom Penh or from the author on request.
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survey, the definition of major terms, the structure of the survey groups and the
sampling frame.
8.2.1 Objectives of the survey
The study was a baseline survey designed to measure differences between the four
different survey groups on a range of issues related both to service delivery and to
health seeking behaviour. 2 The objective was to identify differences between the groups
based on the nature of service delivered rather than between different sections of the
population. The survey aimed to provide data on district-level health service
development in three broad areas:
• Firstly, the characteristics of health service provision at government facilities,
and how these might be affected by the introduction of reforms related to
infrastructure development and community participation;
• Secondly, health seeking behaviour and the utilisation of health facilities by the
population; and,
• Thirdly, the efficiency and effectiveness of government management of the health
services and the effects of more transparent arrangements for revenue collection.
8.2.2 Definition of main terms
Within the survey areas health services were delivered under a variety of
conditions affected by the transition from the previous commune-and-
district-based system of health services to the new system of operational health districts
and health centres. Briefly, sample selection of health facilities and households was
based on the new health centre boundaries. A total of 28 such health centre locations
were chosen across the four survey groups. Within these 28 locations, 30 health
facilities were chosen (including both commune clinics and new health centres). These
30 health facilities were divided between the four survey groups. The 1561 surveyed
households were selected from the 28 locations and also divided between the four
2 The approach is consistent with similar surveys, such as a 1993 survey of resource use, costs and
financing of 81 health facilities in four survey groups across ten districts in Uganda (Okello et aI., 1998).
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groups. A further explanation of the sampling frame is included in section 8.2.4 and
summarised in Table 8.2 below. To assist the discussion of the survey results,
definitions of the main terms are summarised in Chapter 6, Table 6.2, and in Table 8.1.
Table 8.1 Definition of main terms used in survey analysis
Term Definition
Commune A collection of villages defined by geographic location. Refers to a nationally
(khum) defined political and administrative (governmental) unit. Previously used as the
basis for establishing community-level primary care health infrastructure. Equivalent
to what is normall),termed the sub-district level (known as the commune clinic).
District A collection of communes defined by geographic location. Also refers to a nationally
(srok) defined political and administrative (governmental) unit. Previously used as the
basis for establishing district level primary care health infrastructure (known as the
district hospital).
Health facility Any premises (or location) from which health services are delivered or should be
delivered within the public health system. A building should exist but in some cases
may not. May be a health centre, a commune clinic, or government health workers
deliverin.[government health services from their homes or in the homes of patients.
Referral A hospital at the first level of service delivery established to deal with health care
hospital beyond the technical ability of health centres, as defined by the HCP.
(monthipaet
bang ek)
Health centre A district-level health facility as defined by the HCP.
(mondul
sokhaphibal)
Health centre The area nominated under the health coverage plan for the operation of a newly
site defined health centre covering a population of approximately 10,000 people. Mayor
may not yet include an established health centre. Sometimes referred to as the health
centre catchment area. While all health centre sites had been designated nationally,
less than 20% of health centres had been built at the time of the survey. Each health
centre site was also a survey site.
Commune A facility as defined by the previous administrative system at the commune level.
clinic Serves the villages of the nominated commune usually with a smaller population
(khum clinic) catchment area than the health centre. Commonly has no functioning building and
includes 1-3 nursing staff.
8.2.3 Criteria for selection of survey groups
The four different survey groups of health centre/survey sites were defined as a
comparison group, a co-management group, a community-development group, and a
health centre group. These groups were identified respectively as Groups A, B, C and
D. While this was a cross-sectional survey and not a controlled trial, the purpose was to
identify the possible effects of different conditions of service delivery. For this purpose,
the survey focused on three main areas: (i) the particular impact of co-management and
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co-financing procedures; (ii) the influence of exogenous community development
activities; and (iii) the general effects of arrangements under the Health Coverage Plan.
(In this thesis only the first and third purposes are relevant.) The criteria for the
selection of surveyed health centre sites in each group is summarised in Table 8.2.
Table 8.2 Criteria for selection of survey groups.
Group Eligibility criteria
Comparison Group A • selected for the establishment of an official new health centre;
• the facilities not scheduled for implementation of formal
community co-management or co-financing procedures;
• no additional outside assistance given for the operation of the
facilities.
Co-Management Group B • selected for the establishment of an official new health centre;
• selected for implementation of formal community co-management
and co-financing procedures;
• no additional outside assistance given for the operation of the
facilities.
Village Development Group C • selected for the establishment of an official new health centre;
• selected for implementation of formal community co-management
and co-financing procedures;
• selected to receive additional assistance through various village
development programs focusing on water, sanitation and nutrition
but with no specific assistance for the operation of the health facili!y__
Health Centre Group D • an official health centre established at least one year prior to the
survey;
• formal community co-management and co-financing established at
least one year prior to the survey;
• no additional outside assistance given for the operation of the
facilities.
Under the Co-Management and Co-Financing Pilot, once health centres had been
established the operations of facilities in Group A were to be held relatively constant
over time (that is, they would receive no additional assistance or adopt different
procedures other than what was required under the Health Coverage Plan). This was to
allow the comparison of changes made in the other groups against the outcomes in
Group A. Group B facilities were identified as those which would immediately begin
co-management and co-financing activities. For the purposes of this survey the baseline
conditions in Groups A and B were in effect identical. (The results at Group C
facilities, which also enjoyed the benefits of exogenous community development
activities, are not relevant here.) Group D facilities were defined as those which had
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been reorganised under the Health Coverage Plan and had been included in the Co-
Management and Co-Financing pilot one year prior to the survey. The inclusion of this
group allowed an immediate comparison of those areas which had already been
operating at this level (Group D) with those that had not (Groups A and B). While the
results can be regarded only as preliminary, the study did give some indication of the
effects of these changes under the health care reform program. (Only with the
subsequent follow-up survey will results be clearer.)
8.2.4 Sampling frame
A brief description of the sampling frame will assist in understanding the
discussion of the survey findings. The sampling frame describes the number of survey
sites selected, the number of facilities chosen within those sites, and the number of
households included in the survey. The total distribution of health centre sites within
the four provinces (as defined by the Health Coverage Plan) is shown in Table 8.3.
These also comprised the survey sites from which surveyed facilities and households
were selected for the sample.
Table 8.3 Distribution of survey health centres and households according to HCP totals
for selected provinces and nationally
Item Battambang Kandal Siem Reap Svay Rieng National
Population 756,089 935,830 658,865 459,187 10,500,000
health districts 3 8 4 3 71
Health centres 67 88 57 37 913
Est. no. households' 151,218 187,166 131,773 131,837 2,100,000
Notes: a. assumes an average of five people per household based on 1998 census data
Source: Ministry of Health (1997a, Annex 1; 19961)
The distribution of the sample across survey groups is shown in Tables 8.4 to 8.7.
Because the sample numbers were determined by the different tasks and objectives of
the survey it is useful to compare them group-by-group and across provinces. To take
just one example, in Svay Rieng province Group A included two survey sites in which
there were four surveyed facilities and 139 surveyed households. In effect, differences
between the number of survey sites and the number of facilities were the result of the
designation of facilities as either commune clinics or health centres (Table 8.7).
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Table 8.4 Distribution of health centre/survey sites by group and province
Groups Kandal Svay Siem Battam- Total
Rieng Reap bang
2 2 2 2 8
GroupB 2 2 2 2 8
Group C 0 2 2 2 6
GroupD 0 3 3 0 6
Total number of health centre sites 4 9 9 6 28
Table 8.S Distribution of health facilities by group and province
Groups Kandal Svay Siem Battam- Total
Rieng Reap bang
Group A 2 4 1 2 9
GroupB 2 2 2 2 8
Group C 0 3 2 2 7
GroupD 0 3 3 0 6
Total number of facilities surveyed 4 12 8 6 30
Table 8.6 Distribution of households by group and province
Groups Kandal Svay Siem Battam- Total
Rieng Reap bang
Group A 69 139 142 55 405
GroupB 96 81 92 111 380
Group C 0 123 120 148 391
GroupD 0 206 179 0 385
Total number of households surveyed 165 549 533 314 1561
Table 8.7 Type of health facility by group
Groups Official Commune Had a
health clinic functioning
centre building
Group A 0 9 2
GroupB 2 6 4
Group C 3 4 4
Group D 6 0 6
Total number of facilities 11 19 16
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There are a number of reasons for describing the sampling frame: to clarify the
distinction between sites, facilities and households; to compare directly the number of
sites with the number of facilities in any location; to indicate the geographic
distribution of the sample and the degree to which it is representative of the population
(and therefore able to avoid sampling bias resulting from geographic factors).
Where no site was selected in a province for any particular group it was because
none met the established criteria. The households sample was selected according to
health centre sites and not according to facilities. Table 8.5 indicates the distribution of
surveyed facilities, and Table 8.6 the distribution of the households sample. The
number of surveyed facilities was only one less than the total number of facilities
operating in the survey areas. The 28 health centre sites comprised 11% of the total
number of health centres nominated for the four provinces. Assuming an average of
five members per household (Ministry of Planning, 1998a), the households sample
comprised 0.26% of the total number of households in the selected sites.
8.3 Health service supply and demand
In general, the baseline results indicated a very high level of reported illness
among households together with a high level of self-medication and a clear under-
utilisation of government health facilities. The standard of public health facilities which
yet to be included under the Health Coverage Plan was poor. Many facilities had no
satisfactory building. Staffing and staff training were inadequate, and the level of drugs
and equipment were commonly below satisfactory levels. The data revealed that
improvements in service delivery had occurred in some respects following the
establishment of health centres with co-management and co-financing arrangements.
The complex structure of the survey affected the way in which the data analysis
was conducted. To guide the analysis, a number of propositions about the supply of
health care services and the access to facilities by households were formulated. The
main propositions could be summarised as follows:
Chapter Eight 289
• That there was little difference in knowledge and health seeking behaviour
between households in the four survey groups;
• That service delivery at facilities with established health centres and community
co-management and co-financing procedures was better than for other facilities;
• That additional revenue earned through cost recovery provided an incentive for
improved staff performance;
• That improvements in utilisation had followed improvements in service delivery
at Group D (health centre) facilities.
The analysis compared a range of variables related to service"inputs, service outputs
and demand for health care and looked for relationships between the variables and
between the different survey groups. The discussion below first identifies these
variables and then presents the main findings on health seeking behaviour, service
delivery and the performance of Group D facilities before discussing the meaning of the
results in the next section.
8.3.1 Survey variables
The survey of facilities collected baseline data on a range of variables related to
health infrastructure, resources and service utilisation. To facilitate the analysis, the
variables were grouped into two main categories (inputs and outputs) and into eight
main areas. Input variables included the characteristics of the health centre catchment
area, staff levels and performance, and drug and equipment supplies. Output variables
included the range of services provided, levels of attendance, costs of health care, and
revenue raising. The analysis sought to determine if there were, according to these
variables, differences between the four survey groups which may have been related to
the different nature of the facilities in each group. The purpose was to investigate
whether, in general, variation in inputs was followed by variation in outputs.
The survey of households collected baseline data on the socio-economic
conditions within the survey areas, the process of seeking health care in times of illness,
knowledge about and use of government health services, the range of services accessed
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and the costs of standard health procedures, constraints on access to health services, the
use of maternal and child health services and attitudes about the quality of services
received. As variations between the survey groups were less common and less
significant than for the survey of facilities, the analysis of the household's data mainly
took the survey population as a whole (n = 1561). Where significant differences
between the survey groups were evident they were noted in the analysis. The analysis
grouped the survey variables into eleven categories within three main areas, including:
(i) the social and environmental conditions of the survey population; (ii) levels of
access to health care services and the cost of services; and (iii) utilisation of the main
health care services focusing especially on maternal and child health and STDs.
In most cases, data from the surveys showed a consistent pattern. Briefly, the
survey results indicated that evident improvements in the management of health
services were only slowly being translated into improved service provision, improved
access to health services, and increased utilisation. Changes in health seeking behaviour
were therefore also occurring slowly. It must be kept in mind that some health care
needs are curative and some are preventive (in particular, maternal and child health
care) and this distinction may affect the pattern of both behaviour and service delivery.
The purpose of the following discussion is to identify the role of different types of
service providers and the nature of choices made by individuals seeking care.
8.3.2 Health status
Overall, the survey findings indicated that there was a high level of reported
illness among survey households and a high level of seeking treatment of some sort.
But there was at the same time a dramatic under-utilisation of government service
providers. Self-medication was the most common form of medical treatment sought in
the case of illness. Almost five out of every ten ill people sought treatment in the first
instance from the local market or pharmacy, where they could buy drugs over the
counter usually without prescription. Only about three out of every ten ill people
consulted either a government facility or government staff working outside the
facilities, and only one out of every ten consulted a private practitioner. The main form
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of contact with government service provision was outreach activities. And outreach
activities overwhelmingly focused on the immunisation of children. The use of
traditional healers was not particularly common among the survey population, although
the data needs to be treated with caution as anecdotal evidence indicates there may be
under-reporting on this item.
The main findings of the households' survey were:
• 76% of survey households reported individuals with illness in the prior four
weeks and 94% of these individuals sought some form of treatment;
• Only 10-13% of ill people used a government service provider for treatment in
the first instance;
• Knowledge of the nearest government service and of provincial facilities (but not
of district facilities) was stronger in Group D than in other groups;
• Health care was the biggest item of household expenditure after food
(accounting for 10% and 53% of the household budget respectively) while
household spending on health care was equally divided between government
staff providing care at home and private practitioners (32% each) and then
hospitals (10%) with health centres receiving only 1% of the household health
care budget;
• 57% of the women who had been pregnant in the previous year received no
ANecare whatsoever, but for those who did the government clinic or health
centre was the main provider;
• 52% of these women received no IT injection during their last pregnancy;
• 96% of births were delivered in the home and only 27% were delivered by
trained staff;
• Only 40% of mothers began breast feeding babies within the first day after birth
and 96% had given extra fluid within the first three months of birth;
• Only 12% of mothers who had delivered in the past 2 years were using a modern
BS method. In this case the commune clinics/health centres were the most
common supplier of contraceptive overall (27%), with significantly more women
in Group D (43%) using health centres as the supplier;
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• The level of immunisation was unacceptably low, with only 23% of children 12-
23 months old fully immunised according to information recorded on yellow
cards but taking in consideration maternal reporting, this coverage reached 48%;
• Less than 55% of children 6-59 months old had received at least one Vitamin A
capsule during the prior year
• In 47% of households it was reported that children under five years old has
suffered from watery diarrhea in the prior two weeks. Of these, 52% indicated
that they had provided extra fluids but only 21% had given ORS, while 88% had
given per-os drugs, 21% some injections and 10% intravenous perfusion.
• Knowledge about the AIDS virus and its routes of contamination was relatively
high.
8.3.3 Health seeking behaviour
Self-medication was clearly the most common form of medical treatment sought
in the case of illness, which was widespread among surveyed households. For the four-
week period prior to the survey, 76% of survey households reported individuals with
illness, involving on average 1-2 members per household. The majority of respondents
primarily reported symptoms such as fever, diarrhea and cough - all of which are
related to preventable diseases. Of the total number of individuals with illness (that is,
those requiring curative care) 94% sought some form of treatment but only 40% sought
out a trained health worker.
The reported use of various methods of curative treatment are summarised in
Table 8.8. Almost 47% of ill people sought medication in the first instance from the
local market or drug seller, where they could buy drugs over the counter without
prescription. A small proportion also attended traditional healers (although the data
needs to be treated with caution as anecdotal evidence indicates there may be under-
reporting on this item). Almost 19% went to government staff working privately and
10% consulted an independent private practitioner. Less than 10% consciously selected
a government health facility. Considering only those cases where a trained health
worker was consulted (n =858), 53% received treatment at home or in the home of the
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practitioner and 21% at a government 62% described the trained practitioner as
a government health staff and 22% as a private practitioner.
Table 8.8 Households health seeking behaviour
Indicators Group Group Group GrouJl Total
A B C D
Number of households # 405 380 391 385 1561
% households reporting illness % 76.0 77.9 74.9 75.6 76.0
Number of sick individuals # 500 484 441 442 1867
Treatment sought - % of sick individuals:
no treatment sought % 6.2 7.2 5.2 7.0 6.4
market or pharmacy % 46.4 43.6 49.9 47.1 46.7
traditional healer % 8.4 7.8 6.3 5.4 7.0
Gov't services (clinics, RCs, Provincial) % 7.4 9.6 7.7 14.2 9.7
Government staff (privately) % 18.4 19.2 197 18.3 18.9
private medica! providers % 12.2 1l.3 9.8 7.1 10.2
Other % 1.0 l.3 1.4 0.9 1.1
Total % 100.0 100.0 100.0 100.0 100.0
Regarding the reasons reported by respondents for their choice of treatment, local
markets were preferred because of their proximity (21% of cases) or because use of
government services involved greater distance and costs of travel (23%). Another 20%
of respondents considered treatment by private providers was better than government
services (Table 8.9). The pattern changed somewhat for a second treatment during a
single illness episode, for which self-medication and use of private providers was lower
(and the use of traditional healers higher) while the use of government services
remained about the same. While no data was available to explain the reasons for this, it
may indicate that for less serious illnesses which can be treated easily with drugs self-
medication was considered the most viable option. Only a fifth of those seeking
treatment continued to a second treatment.
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Table 8.9 Households stated reasons for not using government services
Indicator A B C D Total
Number of responses· n= 437 409 387 347 1580
Common reasons offered:
can solve the problem myself % 22.2 27.1 19.6 20.2 22.4
private provider is better % 18.3 19.3 22.7 17.6 19.5
gov't service costs too much % 2.7 2.4 3.6 3.5 3.0
the market is closer % 21.7 16.1 26.1 20.7 21.1
too far to travel to gov't service % 19.9 21.5 15.8 19.3 19.2
no money for transport % 3.4 5.6 4.1 3.7 4.2
traditional healer is better % 3.9 4.2 4.7 4.3 4.2
Too long to wait at gov't clinic % 1.6 0.5 1.3 2.9 1.5
Staff are not helpful % 0.5 0.2 0.3 0.3 0.3
There are no drugs % 0.9 -- 0.5 0.6 0.5
Other % 4.9 3.1 1.3 6.9 2.1
Total % 100.0 100.0 100.0 100.0 100.0
..Notes: a. Refers to the number of answers proVIded; m some cases respondents answered posItively to more than one option
It appeared that recourse to local markets may also have been a means for
households to minimise their health care costs. The survey revealed that health care was
the biggest item of household expenditure after food (accounting for 10% and 53% of
the total household budget respectively). Of household health care expenditure, 32%
went to government staff and 32% to private practitioners. Government hospitals
attracted the next largest the proportion of household health care spending (21%) while
government health centres attracted only 1% (see Table 8.10). Though 47% of
respondents sought treatment at local markets (Table 8.8) this consumed only 8% of
household health spending (Table 8.10). By comparison, the use of hospitals,
government staff and private providers consumed 86% of household health spending
(Table 8.10) while providing only 39% of care (Table 8.8). The reason for this disparity
may have been that treatment of more serious illnesses (when they occurred) required
more expensive institutional care, but no data was available to verify this.
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Table 8.10 Estimated distribution of median household health spending for previous month
Indicator A B C D Total
Expenditure category:
private clinic (n = 261) % 25.6 43.0 28.3 35.9 31.7
gov't health staff at home (n = 310) % 29.6 28.5 37.8 33.8 31.7
gov't hospital (n = 88) % 25.6 13.4 17.9 5.9 21.2
health centre or clinic (n = 103) % 1.3 1.1 0.9 2.6 1.1
market (n = 748) % 11.5 9.7 5.7 9.0 8.5
traditional healer (n = 126) % 6.4 4.3 9.4 12.8 5.8
Total % 100 100 100 100 100
..Note: 'n' values represent number of posItive responses. The figures are estImated percentages of average household
health spending. The percentage distributions were estimated from households data on health spending as follows:
first the median spending for each expenditure category was listed; total median expenditure was then calculated;
each category was then divided by the total to calculate percentages.
As health centers provided 5% of care but consumed only 1% of household
spending it is likely that cost was not a barrier to the use oflocal government facilities
(although caution is required as the level of unofficial charges could not be calculated).
Moreover, households were both more willing to seek care from government health
workers than to visit facilities and to pay the apparently higher costs involved. This may
indicate that households were seeking a better quality of care. In this regard, it is
interesting that twice the number of Group D households compared to Group A used
government services. While there was evidence of the willingness to pay for health care
in the level of household spending on health care, the ability to pay for health services
was more limited. This was indicated by the fact that 17-18% of households found it
necessary to sell assets or to borrow money to meet health care costs. This confirms
previous research that indicated illness in a family was the main reason for large scale
debt (Ledgerwood, 1992, 1996:16; Sonnois, 1990: 6).
8.3.4 Health service delivery
According to respondents at health facilities, a range of basic health services-
including maternal care, immunisation, basic first aid, and some treatment of infectious
diseases - were widely available at facilities across all survey groups. However, the data
did not include any indication of the quality or the regularity of care. Data provided by
households presented a much more accurate picture of the generally limited supply of
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health services across all survey groups. The data mainly describes the situation prior to
the implementation of health care reforms in infrastructure and resources and it is
significant that in some respects the performance of Group D facilities was better than
other groups. This question will be taken up in the next section but first a number of
examples from the data will help to indicate the limited nature of health services in
most cases. Some of the main indicators of service delivery and utilisation are
summarised in Table 8.11.
Table 8.11 Selected health services provided by survey group.
Indicator A B C D Total
n= % % % % %
% of health facilities providing ANC 30 77.8 87.5 71.4 100.0 83.3
% of pregnant women who received 808 42.9 33.2 39.3 50.5 41.6
ANC at least once
% of women receiving ANC who 343 58.7 55.4 69.5 74.0 65.3
used a gov't cliniclHC/hospital
% of births delivered at home 808 94.8 97.9 96.0 94.1 95.7
% of facilities that assist home births 30 66.7 75.0 57.1 100.0 73.3
% of home deliveries assisted by 773 22.6 27.5 27.5 26.6 25.7
trained nurse or midwife
% of facilities providing 30 88.9 100.0 100.0 83.3 93.3
immunisation
% children 12-23 months fully 728 21.4 25.9 21.3 24.5 23.4
immunised (by yellow card)
% of facilities providing curative 30 88.9 75.0 100.0 100.0 90.0
consultation for basic illnesses
% of facilities reporting routine 30 100.0 87.5 100.0 100.0 96.7
outreach activities
% of households that received 1561 91.4 94.2 95.9 94.8 94.0
outreach activities
Ante-natal care (ANC) was nominally the most widely available service and was
reportedly available from 83% of facilities overall. However, population coverage was
low. More than half of the women respondents who had been pregnant in the previous
year received no ANC whatsoever (and only one-in-five received an appropriate level of
care3). Even so, for those who did receive ANC a government service (clinic, health
centre or hospital) was the provider in 65% of cases.
3 Defined as two ANC visits during pregnancy including a blood pressure check.
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Under Ministry of Health procedures, clinics and health centres are not equipped
to carty out deliveries, which by regulation are referred to district and provincial
hospitals. Consequently, the number of deliveries carried out at health facilities is
extremely small. In common with national trends, among the pregnant women who gave
birth in the prior year, 96% were delivered in the home and only 26% were assisted by
trained staff. This was despite the fact that 73% of facilities claimed to provide
assistance for home deliveries.
Overall, the level of full immunisation for children - including BCG, diphtheria,
polio and measles vaccination - was very low. At the time of the survey, only 23% of
children aged 12-23 months were fully immunised according to information recorded on
yellow cards. (By maternal reporting the figure reached 48%.) This was despite the fact
that 93% of facilities claimed to provide immunisation services. In reality, it appeared
immunisation was carried out in the main only during pre-arranged immunisation days
sponsored by international organisations.
Nearly all facilities reported providing elementary curative care of some sort-
such as incising abscesses, suturing wounds, and treatment for diarrhea, hypertension or
respiratory infection. The availability of curative care reported by facilities however
gave no indication of the quality or the regularity of service delivery. However, among
the least well equipped facilities (those in Group A), fewer than half could produce
records of curative care and most of the care that was provided occurred outside the
facilities due to the lack of adequate buildings.
Facility records indicated that the most common form of service delivery was
outreach activity, reflecting the poor or non-existent nature of facilities in most groups.
In this case 'outreach' could be interpreted as involving any service delivery (official or
otherwise) conducted outside the facility rather than routine, formal village-based
activities conducted by facility staff. Outreach activities were reportedly available to
94% of households, 46% of whom had reportedly witnessed activities in the prior four
weeks. The outreach services provided were limited almost entirely to immunisation,
which was reportedly available to 96% of those receiving outreach services. Official
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outreach activities, however, delivered curative services to less than 1% of those seeking
trained medical assistance.
The survey data confirmed that improvements in the quality of health
infrastructure were occurring where health centres were established. By definition, at the
time of the survey all facilities in Group D operated as health centres, and all the
remaining facilities were scheduled to be replaced by health centres immediately. Data
on the nature ofthe health infrastructure is summarised in Table 8.12. Overall, at the
time of the survey, less than 40% of facilities operated as health centres. Little more
than half the facilities had buildings in good condition and remained open regularly
Monday-to-Friday, while this reached 100% in Group D. Staff were more likely to be
available at health centres, although staff training was not yet adequate or complete
(only 62% of staff at Group D facilities had received adequate in-service training).
While fewer than half the facilities had the equipment necessary for medical
examinations and treatment, simple surgery or ante-natal care, the situation was better at
the established health centres, where pharmacy management and the supply of drugs
had also improved.
Table 8.12 Access to and management of facilities by survey group.
Indicator A B C D Total
Number of facilities n= 9 8 7 6 30
Type of facility - health centre % 0.0 25.0a 57.1 100.0 40.0
Type of facility - commune clinic % 100.0 75.0 42.9 0.0 60.0
Building in good condition % 33.3 50.0 57.1 100.0 56.6
Regularly open Monday-Friday % 22.2 50.0 57.1 100.0 53.3
Median population per facility # 7497 10705 10391 16691 10867
Median distance from furthest village km 6 6 10 11 7
Median time to facility from furthest village min 40 30 75 75 60
All staff had completed relevant training % 36.0 51.2 48.6 62.2 51.4
All staff did private work % 100.0 50.0 71.4 33.3 66.7
Hold staff meetings % 33.3 50.0 42.9 100.0 53.3
Have co-management committee % 0.0 0.0 28.6 100.0 36.7
Hold meetings with the community % 0.0 12.5 42.9 100.0 33.3
management system complete % 0.0 0.0 14.3 83.3 20.0
Inventory of 5 main drugs complete % 11.1 0.0 28.6 100.0 30.0
Notes: a Nommal health centres only.
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8.3.5 Performance of 'health centres' (Group D)
While it was too early at the time of the survey to see marked changes, service
delivery and utilisation at Group D facilities appeared in some respects to be better than
in other groups. The evidence was preliminary and must be treated with caution. For
example, despite the larger population catchment areas and longer distances to
facilities, access to health services had arguably improved. This could be seen in the
establishment of health centres with a satisfactory building open regularly and with a
greater likelihood of adequate staffing and drug supplies. At the same time, after
adjusting for differences in the size of population catchment areas, there appeared to be
no significant difference between the survey groups in the relative level of recorded
attendap.ces at facilities. However, poor record keeping at Group A, B and C facilities is
likely to have inflated average attendance figures by not including in the calculation
facilities with poor utilisation. If this were true, then Group D facilities may in fact have
achieved better utilisation.
Households in Group D were no more likely to choose a service provider
(government or private) ahead of self-medication than in any other group (Table 8.8).
This was true also for the use of government staff working privately. However, of those
seeking care by a trained practitioner, significantly more households in Group D chose
a government service (14%) and significantly fewer a private provider (7%) than in
Group A (7% and 12% respectively) or in the other groups. Group D households were
more likely to know about the nearest government facilities, to find staff present at the
facilities and to receive services there. The use of government facilities for ANC was
significantly higher in Group D (and the use of midwives outside government facilities
was significantly less).
There was no clear evidence on household perceptions about differences in the
quality of care between the groups. However, the evidence that drug management was
better at Group D facilities may indicate that the supply of drugs to patients (one of the
recognised components of quality of care) was more satisfactory. The level of private
medical activities carried out by health centre staff in addition to their Ministry tasks
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was significantly lower at Group D facilities than in the other groups. At only one-third
of Group D facilities were all of the staff involved in private medical work, while in
Group A all staff at all facilities did private work. This may indicate that staff at Group
D facilities worked longer hours and were more likely to treat patients at the health
centre rather than at their own homes or clinics.
Data on the costs of services to patients was not completely reliable because of
the small number of respondents who provided information. No data was collected on
the level or the incidence of unofficial charges at the different facilities. However, the
median costs of treatment at health centres, local government services and district
hospitals did appear to be lower for Group D than for the other Groups (Table 8.13).
Group D households also had a better knowledge of what normal costs would be
(implying that official charges were clearly stated in contrast to the otherwise common
practice of un-stated, unofficial charges).
Table 8.13 Median cost of curative care treatment at facilities by survey group.
Indicator A B C D Total
Median cost of treatment (riel)
Provincial hospital n =80 R. 197500 80000 40000 68000 100000
District hospital n =112 R. 25000 30000 30000 10000 26500
local government services n =101 R. 12500 5000 1500 750 3000
Know official charge at HC/clinic n =1561 % 17.5 16.3 19.2 30.4 20.8
While the data was incomplete, official revenue raising appeared to be
significantly greater at Group D facilities, where co-management and co-financing
procedures were in place, and was infrequently implemented in any other group (Table
8.14). All Group D facilities levied official charges (which by definition were approved
by the Ministry only for implementation at formal health centres, and which would
normally include the cost of drugs supplied). The revenues raised were used to
supplement the official budget and meet running costs. Overall, government support for
facilities across the four groups was weak, although more Group D facilities received
their budget allocation than in other groups.
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Table 8.14 Sources of revenue by survey group.
Indicator A B C D Total
Number of health facilities n= 9 8 7 6 30
Official charges levied % 11.1 12.5 42.9 100.0 33.3
Drugs bought for resale % 0.0 0.0 0.0 33.3 6.7
Government budget support received % 11.1 0.0 14.3 50.0 16.7
Support from NGOs received % 0.0 0.0 0.0 16.7 3.3
8.4 Discussion and conclusions
The results confirm that the under-utilisation of government health services is the
central issue of health care, especially in rural areas. This under-utilisation means that
preventive health care measures are not carried out to a satisfactory level among the
population, and that adequate curative care from trained health staff is unavailable to
many people. This is not a new insight, but the findings do help to focus attention on
why many more people prefer self-medication to trained health care, why twice as many
prefer to use government health workers privately rather than government health
facilities, and why independent private health services are not yet (at least in rural
areas) considered a significant alternative to public health care.
By focusing on the relationship between health care inputs (resources) and health
care outputs (service delivery), the analysis helps to throw some light on elements of the
health care reform program related to the infrastructure and financing developments.
Based on the survey findings, a number of preliminary observations can be made. The
development of the health infrastructure is necessary, but finding appropriate ways to
meet the recurrent costs of the new facilities is equally as important. User charges may
help to supplement facilities revenue, but must be applied under strictly controlled
conditions. It is essential that the application of user charges be based on the ability of
communities to pay and carefully consider the costs of alternative health services.
Improving staff motivation is a crucial part of improving service quality and of helping
the appropriate separation of public and private service delivery.
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These questions focus attention on the conditions that influence the supply of
health services, which has been the main concern of the health care reform. The
findings also raise questions about the demand for government health services, which
has been less well understood. These questions include why there is such an apparent
level of public cynicism about the use of government services. On the demand side,
more attention needs to be given to understanding the relationship between access to
health services, the quality of service, and the cost of service provision (these seem to
be the recurring themes in the analysis). This is especially relevant to the demand for
curative care, but it may also apply to basic preventive service which can be seen
directly to benefit the users, including ante-natal care and immunisation.
Regarding the supply of health services it is necessary to distinguish between the
effectiveness of particular initiatives under the health care reform and simply the
impact of providing more resources to health facilities, in whatever form. The survey
findings confirm that where appropriate physical facilities with adequate staff and
sources of funding are provided it is to be expected that health centres will remain open
regularly for service provision. Management of facilities should improve with greater
community participation, the health centre should attract more revenue through co-
financing procedures, staff should spend more hours working at the facility and fewer
in private activities, and the management of drug supplies will be improved.
Nonetheless, the problems of improving access to and increasing the utilisation of
government health services remain.
This chapter completes the analysis of the data. In Part 3, Chapter 9 discusses the
lessons of Cambodia's health care reform based on the data collected for this research.
The chapter considers the implications of the relationship between service access, cost
and quality. The role of health care demand in health policy is discussed and
recommendations made for the future of Cambodia's health care reform. The final
chapter, Chapter 10, discusses the implications of the case study for international health
reform.
PART 3
CONCLUSIONS AND
RECOMMENDATIONS
Chapter 9. Recommendations for Reform
Chapter 10. Lessons for Health Care Reform
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Chapter 9
Recommendations for reform
Chapter Nine 304
He who would care for me should care for the sick.
The main points in this chapter are:
Attributed to Buddha
(Vinaya Pitaka I. 302),
de Bary. Sources of Indian Tradition
• Under conditions of the transition to a market economy, there are apparent
contradictions between the government's macro-economic policy and its
commitment to social development; these contradictions are reflected in
deficiencies in health care financing, which remains an unsolved problem.
• The slow response of health care demand to improvements in service supply
indicates a need to understand more fully the cultural determinants of health
seeking behaviour and to deliver health services which are perceived as
effective and as providing value for money. More attention to achieving
equity in service delivery would assist in resolving this concern.
• Apparent difficulties in the implementation of the health care reform show
the need for reconsideration of key elements of the design of the reform
program and for drafting a comprehensive national health plan.
• The reform program could be strengthened by considering a number of
recommendations related to national health planning, understanding the
social determinants of health and health care, and pursuing equity in health
care delivery.
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9.1 Case study findings
Buddhist monasteries often served as dispensaries in Asia's antiquity. The
medical lore of the Buddhist monks was, perhaps, one of the reasons for the spread of
Buddhism in Southeast Asia and elsewhere (de Barry, 1958: 115). The wat, or Buddhist
temple, still plays an important role in the health and healing of most Cambodians. The
health care situation is, however, more complex and more demanding than in the past.
Cambodians want effective and accessible modem, as well as traditional, health care.
How can this need be fulfilled? This chapter first compares the different sources of
evidence to draw out the essential lessons of the health care reform process to date.
Based on this discussion, a number of the design features of the reform program are
investigated. The chapter closes by suggesting certain recommendations for further
consideration in the implementation of health care reforms in Cambodia.
The three main sources of data analysed for this research each contributed a
different perspective to the understanding of health care reform in Cambodia. First, the
written evidence - both secondary sources and official documentation - presented a
picture of health care needs and the official response to those needs. The second source
of data, the views of key informants, provided an insight into the thinking of key
informants about the rationale for change and the likely effectiveness of the reforms.
The third source of data, the households and facilities survey, foreshadowed the likely
impact of the reform program. Different lessons were provided by the different data
sources. The documentation indicated that the development of the reform policy was a
continuous process which grew out of earlier policy development. Key informants
commonly described reform more in terms of modernisation and a top-down process of
rebuilding the public health system, carried out in accordance with different models of
reform, than as an application of market philosophy. Survey data showed that the key
elements of the reform program were slow to take effect.
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9.1.1 Comparison of data sources
There were elements of consistency, some contradictions, and certain gaps
between the different sources of evidence which to some extent reflect the
circumstances of past conflict and economic transition and to some extent the role of
donors. Apparent inconsistencies that emerged from the data included:
• Between the government's economic and its social policy, on the one hand
seeking to improve the delivery of social services, and on the other relying on
a strategy of private sector economic growth to do so;
• Between the commitment to neo-liberal economic reform and the
development of health services based on the district health model with
government financing and service provision;
• Between improving the supply of health services and the slower response in
demand measured by changes in utilisation;
• Between the rapid growth of private health services and the slower
development of knowledge about, a comprehensive policy for, or adequate
regulation of, the private sector; and,
• Between the plans for rebuilding the health infrastructure and the constraints
on policy implementation and recurrent funding.
Comparison of the data sources identified a number of important issues in
Cambodia's health care reform process. These can be summarised as follows.
Economic transition: Many of the inconsistencies that appeared in the data
derive from the difficult conditions in which the reform is implemented. The influence
of economic transition and of structural adjustment was evident in various ways.
Consistent with macro-economic policy, the government's health spending had fallen
dramatically. The role of market practices was evident in the growth of private services,
private drug distribution, the selective introduction of official charges, privatisation of
selected facilities, and experiments in contracting of services: These developments have
accompanied the transition to a market economy. The different sources of evidence,
however, do not justify a conclusion that the development of the health care reform
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program had been directly influenced by neo-liberal ideology per se. Even so, some
advisors with a commitment to the market approach had exercised considerable
influence on official policy development at critical moments. The government will have
to balance carefully between the need to stimulate economic growth and the need for
social sector development if health care is to improve.
Health budget: Among health planners, there was surprisingly little recognition
of the fact that government spending on health care had plummeted since 1990 or that,
under conditions of economic transition and the increasing availability of foreign
assistance, the government had implicitly allowed the substitution of external assistance
for government health spending. While it appeared external assistance was being used
to underwrite government programs, it was also clear that at least until recent times
most foreign aid had largely by-passed the public sector and was allocated directly to
donor-sponsored projects. At the same time, key informants highlighted the difficulties
of policy implementation. While considerable foreign funding was pledged for
government health projects, the Ministry had not always been able to disburse all that
was available because of the weakness of its management and financial structures.
Observers understood that this brought the ownership of the reform process into
question but also argued that the role of the Ministry in policy-making had been strong.
Moreover, plans were being drafted to allow the Ministry to playa more central role in
the management and coordination of foreign funding for health projects.
Health expenditures: Evidence from all sources of data highlighted the
imbalance between government, external and household sources of health funding.
There was widespread acknowledgement of the need to channel a much larger
proportion of household spending away from self-medication and private practice and
towards government facilities. Within this context, government funding appeared as the
most important question of health financing. The urgent need to bring defence and
security spending under control and to make additional funds available for the social
sectors, including health, was widely felt. While there was a belief, especially among
Ministry staff, that revenue raising from users could help to fill the resource gap, the
role of user fees was largely unresolved and was waiting the outcome of pilot activities
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in health financing. Nonetheless, there was little confidence that cost recovery would be
significant.
Building on the past: From the secondary sources, it was clear that a
rudimentary health system had been rebuilt in the 1980s, particularly evident in the
training of new health staff. What ever its shortcomings, this prior system provided the
foundation on which the reform strategy was built. This understanding was commonly
reflected in the official documentation produced during the 1990s and in the comments
of Ministry key informants. There was, however, less agreement among international
advisors about the value and heritage of past activities. Advisors sometimes differed
over whether a recognisable health system of some sort had previously existed or
whether little from the past was, in fact, worth retaining. While all key players
essentially looked towards building a new modem health system, these differences of
interpretation were often reflected in different meanings given to the word 're-form'.
Conflict and destruction: There was both implicit and explicit acceptance
among key informants that the war and civil conflict which began in the 1970s, and
which had remained unresolved until recently, was central to the destruction of health
services, of the social fabric, and of the physical and mental health of a large part of the
population. Any analysis of health and health care reform in Cambodia must begin with
a firm understanding of the extent to which the conditions of life and health were
thoroughly destroyed by the Khmer Rouge. In the 1990s, at a time of political and
economic transition, there was an urgent need to rebuild the health system and
conjunctural conditions made Cambodia particularly receptive to reform ideas. The
example of Cambodia therefore provides not just an analysis of health reform policy in
general but of the application of reforms under the worst possible conditions. Sadly,
many other Third World countries are today approaching the sorts of conditions which
have been known in Cambodia in the last three decades.
Aid coordination: Whether the measures adopted under the reform program
constituted a radical break with past practices, or were rather seriously constrained by
the results of earlier political conflict, was debated. At least in one case (Lanjouw et aI.,
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1999), research findings indicate that, during the UNTAC years (1991-1993), both
government administration of health care and the coordination of foreign assistance had
been adversely affected by the heritage of domestic and international conflict. Lanjouw
et al (1997) correctly explain that the political weakening of Cambodian state authority
under UNTAC acted to undermine the coordination and the sustainability of
international health assistance. The international organisations bear a large part of the
responsibility for the difficulties of coordination. Many organisations provided health
assistance to Cambodia and often worked (generally with good intentions) according to
their own agendas. Inside the country, difficult political conditions also limited the
opportunities for effective coordination. These circumstances provide valuable lessons
for aid delivery in 'post-conflict' situations. Under such conditions, the ability of the
Ministry of Health to provide some structures for cooperation and some direction to
reconstruction plans was helpful. A longer-term view of health development in
Cambodia that incorporates the work of the Ministry during the 1980s and in the years
after the 1993 election puts these developments into clearer perspective. While the
difficulties caused by past conflict have not been completely overcome, a more
balanced approach to planning and coordination is now evident.
Service utilisation: The survey findings indicated that service provision
improved where adequate facilities were provided, that facilities supported by co-
financing arrangements raised additional revenues, that health staff attended their
facilities more regularly where incentives were paid, and that in these circumstances
utilisation showed some improvement. The account of household health seeking
behaviour confirmed that there is still extremely little trust in government health
services. Correcting this situation will involve more than rebuilding the health
infrastructure. However, the implementation of the HCP had been slow and had
depended on the participation of external agencies - providing both management staff
and funding - at specific district locations. It is likely that the HCP may never be fully
implemented and that remote areas in particular may not therefore receive adequate
health care.
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Recurrent costs: It was clear from documentary evidence that the reconstruction
of district health facilities under the Hep had an historical parallel in the investment
made in health infrastructure in the 1960s. While in the early years after independence
the number of facilities expanded significantly, there appears not to have been a
corresponding increase in support for staff, drug supplies or other recurrent costs, a
factor that prevented lasting gains in service delivery. During data collection, criticisms
were made that too little preparation for the implementation of health care reform at
district level had occurred, that staff were not always able to carry out the reforms, and
that the emphasis on capital development had not been matched by support for
recurrent funding.
Value for money: Within the community, it appeared the prime concern in
health care was more fundamental - to get value for money when spending on health
needs. Survey data confirmed the strong preference among health care users for easy
access to medications. This accounts for a large part of the expenditure on self
medication and on private services. There was a strong implication in the evidence that
the private sector had grown by default, due both to the economic transition and to the
inadequate delivery of services in the public sector. However, the quality of service in
the private sector was generally regarded to be poor and costs were high. As household
expenditure on direct purchase of drugs for self-medication and on private payments to
government staff was the major part of private health spending, private sector activity
could be regarded as widely inefficient. Official policy focused both on the
development of government services as a counter-weight to private practices and on
building a 'partnership' with the private sector. In reality the private sector had grown
chaotically (once constitutional restrictions had been lifted). Key informants confirmed
that regulation of private sector services had proved to be very difficult.
Traditional healing: There was a view among some key informants that, in rural
and especially in remote areas, households found it very easy not to think at all about
the role of government services (if they were, in fact, available) in their health seeking
behaviour. This is partly because the quality of government services is low and partly
because the use of traditional healers is more customary. One key informant believed
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that sickness may often appear as just one of a range of complex problems people face.
It may logically seem to them most sensible to go to the kru (healer) or achar (monk) or
kru choul roup (medium) or a fortune teller - that is, the traditional health sector - as
someone who can explain the whole combination of factors.
While it is not often reflected in health demand surveys, key informants referred
to anthropological evidence that suggests most families seeking health care first
accessed traditional healers as a low cost, culturally acceptable alternative. People
seemed to be very pragmatic in their health care choices and were willing to use a
variety of practices - self-medication, traditional healers, public facilities - depending
on their availability, cost and quality. The precise reasons for the use of traditional
practices as a common first choice need to be better understood. The reform program
should not be used to replace traditional care but to incorporate it more effectively into
a broader health care system. Evidence from other countries suggests that dual systems
based on combining strong modern and strong traditional care produce the best results
[WHO, 1990. #891][WHO, 1991 #892].
Effectiveness: Improving the effectiveness of health services (in terms of access
and quality of service) through improved coverage, financing and drug supply was at
the heart of the official plans. However, differences about the approach to be taken to
the role of management, market structures and community control within this process
were evident. Data on improved quality of services and on utilisation were
inconclusive. Improved efficiency was thought to be evident in the rationalisation of
services through the HCP and in the reported lowering of service costs to some users.
But the continued maldistribution of resources, the high cost and low quality of private
services, the unsuitability of applying official user charges, and the continued
widespread practice of unofficial fees all indicated considerable challenges to efficiency
gains from the reform program.
Equity: The issue of equity did not stand out strongly in the evidence. Equity was
an implicit part of the plans for universal coverage under the HCP and through the
commitment to improved access, to district-based service delivery, to lower actual
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charges, and to exemptions for the poor. However, an explicit commitment to
increasing equity in health care delivery was not evident in much of the evidence. A
willingness to pay for health care had been assumed from the large proportion of health
spending currently financed by households. But the very limited ability of households
to pay for health care was poorly considered despite evidence from various surveys that
families commonly incurred heavy debts to pay for health care.
From the analysis of the data, it is possible to draw certain conclusions about the
health care reform, highlight its strengths and weaknesses, identify issues the reform
has failed to address, and provide some answers to the key research questions. These
issues are taken up in the following sections on reform implementation and health care
demand.
9.1.2 Drivers and constraints of reform
Countries like Cambodia can benefit greatly from the latest international thinking
on important health care questions. At the same time it is incumbent on international
health advisors to be well informed about local needs. In practice, the process of reform
has been driven mainly by donor inputs (particularly through the appointment of key
advisors to WHO by the British ODA), but other influences also came into play and
affected the process at different levels. These influences can be summarised as follows:
• The need for reform derives both from the unacceptably low level of health
status and the inadequate level of health services available. This, however, does
not determine the exact form in which the new policies are developed;
• From a social perspective, the need to address the effects of poverty on health
status seems to have been a strong motivation for the adoption of a district
health focus by the Ministry of Health;
• Economically, because of the uneven allocation of resources between public and
private health expenditures, the reform program has focussed not on stimulating
private sector growth (which is nonetheless officially welcomed) but on
improving public sector delivery;
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• Politically, the transition to a market economy has set the limits on health reform
and health development. While the government officially proposes that
economic growth provide the additional resources needed for health care, it has
allowed external assistance to provide most funding for the social sectors;
• The influence of neo-liberal philosophy has therefore played an indirect rather
than a causal role in the development of the reform policy. The direct influence
of neo-liberalism appears in fact to have been moderated by a commitment
among health planners to the public health model of reform; and,
• The most important drivers of the reform process have been institutional. The
influence of the international agencies has been decisive in determining the
exact content and character of the reform program.
Whatever the influences on the formation of the reform program, the donors and
the advisors that they provided remained the driving force behind the adoption of health
care reforms. Donor programs have emphasised both infrastructure development and
capacity building in the Ministry. While considerable progress has been made in raising
the planning capacity of Ministry staff and in developing guidelines for health work at
national and district level, too little attention has been given to implementation of the
plans and to developing an overall vision for the future of the health system. What
ultimately might be the most effective approach to health development is a question
which has not been adequately resolved. It is possible that approaches other than those
suggested by the main models of health reform may be more effective if conditions
permitted.
The availability of resources remains the key constraint on the sustainability of
health care reform in Cambodia. Much of the unfolding of the reform program
depended on these key players, in collaboration with Ministry officials, and the
constraints they faced. The data revealed a number of important issues. On the one
hand, the political will to implement the health reform program exists within the
government and the Ministry of Health. On the other, the domestic resources required
to support the essential elements of the program are not presently available in the health
sector. Without an appropriate budget, the Ministry is unable to pay health staff a living
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wage, it is unable to improve the health infrastructure, and it is unable to initiate needed
programs.
Among observers there was a belief that reforms in government administration
were needed in order both to cut the health workforce and to increase staff motivation.
It was argued that much of the workforce was unproductive and that salaries could be
raised if fewer were employed. However, no obvious ways to achieve this without
creating tremendous social dislocation were proposed. The needed proportionate
increases in salaries are so great that even a large reduction in staff may not generate
the necessary funds. The official documentation proposed, in fact, that the health
workforce would increase under the HCP.
The means for financing government health services remains an unsolved
problem. Cambodia is characterised by widespread poverty, a general lack of
purchasing power, weak market structures, and extensive health care needs (especially
for preventive health services). In principle, the broad application of user fees under
these conditions cannot raise sufficient revenue to support the health system financially.
Moreover, neither private nor social health insurance is appropriate in conditions where
paid employment makes up only a small proportion of the total workforce. In these
circumstances, a combination of many different sorts of health care financing is needed
to cater for different sectors of the population, and methods based on community
financing will be necessary. These conditions also mean that a continued role for
foreign assistance is a pre-requisite for completing the reform program (this confirms
the findings of earlier research, see LaFond, 1994b; LaFond, 1995). For this reason, the
limitations of donor support, including inadequate coordination, must be addressed.
Severe limitations of the reform program remain evident. The issue of health
coverage has been addressed, but universal access cannot be guaranteed as long as the
barriers of cost, time, poor quality care and distance remain. In any case, universal
coverage of health facilities will not be achieved as long as infrastructure plans are not
fully completed. Improving the quality of service is only being slowly addressed. While
there is evidence that the quality of service increases where health centres operate
according to plan, it is also argued that delivery of the MPA alone is not sufficient to
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meet health needs. Drugs may now be more readily available at health centres, but the
use of private drug sellers is still widespread.
Much of the rationale for reform was to reduce the number of nominal facilities to
guarantee a sufficient patient catchment area for the efficient operation of each facility.
By implication, catchment areas must be large enough to provide a suitable revenue
base for facilities, but exactly how such revenue is to be collected while maintaining
equity has not been resolved. Most importantly of all, the quality of service delivery
cannot improve without the proper incentive paid to health staff. The failure to address
the need for increasing the salaries of health staff is the most serious shortcoming of the
reform program.
The main achievement of the reform program to date has been the development of
policies to deal with service provision. What is most noticeable from the data collection
process is the almost exclusive concentration of the reform program on supply-side
issues. While some key informants referred to issues of health demand and health
status, the interview data confirmed that the main reform policies deal exclusively with
infrastructural, organisational and financial changes. There are, however, reasons to
doubt that the population will tum to public health services simply as a result of these
changes if deep-seated cultural characteristics among the population are not first
addressed. A more comprehensive approach to health policy may be called for. Some
key informants believed that the skeleton of a national health plan was evident in the
Ministry'S Health Policies and Strategies 1996-2000 (1996a) and in other documents,
including the National Health Development Plan 1994-96 (1994b), the HCP (19961),
the HFC (1996j), the Guide to Developing Operational Health Districts (1996m), and
other reports. Even so, it was understood that not much thought had been given to the
way the whole reform package had been put together or the order in which things
should be done. As one key informant commented, no master plan of all the elements
that should be in the health system in Cambodia has been developed (Key Informant
1012).
Of most concern is that improvements in service delivery seem only to be
partially reflected in increased utilisation of services. Nor is accurate information
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available on the nature of the demand for health services that the health system must
ultimately satisfy. Consequently, the eventual outcomes of the reform program may be
inconclusive. The danger is that, by default and as a result of the failure fully to achieve
the required outcomes of the reform program, public health services will continue to be
distrusted and under-utilised by most people, who will then increasingly fall back on
private services.
9.1.3 Demand for health care
From the analysis of survey results, it appears that households view the
relationship between various influences on demand differently in the case of payment
for medications on the one hand and for qualified health providers on the other.
Households appear to make a judgment about the effectiveness of different services in
terms of trade-offs between access, quality and cost.
For curative care, it appears that a perception of the low level of service quality
deterred households from more widely using government services. The influence of
physical barriers to access is more mixed - longer distances to facilities do not appear
to be as important to patients as the availability of an adequate facility, though if a
satisfactory quality of service can not be anticipated the distances seem preventative.
The higher cost of private health services seems not to be a deterrent to their use ahead
of government facilities (although the level of unofficial charges at government
facilities could not be calculated).
I f households resort to over-the-counter drug purchases mainly because they
perceived the quality of health services to be low, the demand for medications displays
a different trade-off. It seems local drug sellers are preferred because of their proximity
in comparison to health facilities which are normally at a greater distance. It also
appears that the use of local markets and unofficial pharmacies is a means to minimise
the costs of health care. But in this case the treatment is sought and accepted regardless
of the low quality of care. Although people may justifiably perceive such self-
medication as more effective in comparison to low-quality government services, getting
appropriate treatment should be regarded at best as a hit-and-miss exercise and at worst
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positively dangerous. Consequently, it appears the main consideration in health seeking
behaviour is to get value for money, that is to get health care of an acceptable quality
given the limited household resources available. In general, drugs are more readily
available at local markets than at facilities, and this may explain the pattern of service
usage. If therefore the quality of service delivery at government facilities is improved
the physical barriers to access may be less of a problem.
The survey data reveals subtle but significant differences in health seeking
behaviour between households in different areas. Where new health centres have been
established, there seems to be a greater awareness about the availability and cost of
services and an increasing preference for government over private services when trained
care is sought. The only noticeable improvements in service quality, however, relate to
opening hours, staff participation in private activities, drug management and revenue
raising. How far these changes affect the perceptions of service users is not completely
clear. Additional revenue earned through co-financing at health centres have been used
to supplement staff salaries and may have acted to encourage better working practices,
but the value of the incentives is low and their longer term impact remains in question.
Work on developing a better understanding of the determinants of demand for
health care has not kept pace with development of policies and programs for the supply
of health services. While the main problems of morbidity and mortality in Cambodia
have been adequately described in key policy documents (Ministry of Health, 1992a;
1994b), there has not been an exhaustive analysis either of the underlying
environmental and social causes of ill-health or of the cultural characteristics of the
population seeking health care. The most pertinent studies have been:
• An MSF study carried out in two rural districts in 1991-92 in response to the
observed under-utilisation of health services (van de Put, 1992). A range of
exogenous and endogenous factors were identified to explain the low utilisation
of government services. Exogenous factors (those related to the characteristics of
public health care) included the inadequate financial and medical resources of
health services, low salaries, poorly trained staff, long waiting times, lack of
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drugs, and poor population coverage. Endogenous factors (those related to the
cultural characteristics of the population) included the cultural importance of
being treated at home, socio-economic constraints on leaving the house, the
perceived unreliability of public services, a felt need to change treatment at any
time, and a strong preference for direct treatment by medications.
• A 1996 village study at Talos commune (Renaudel, 1996). The study confirmed
the population preference for self-medication and for traditional practices and
identified the main reasons for not accessing public services as the lack of drugs
and the poor quality of services. The commune clinic appointed medical staff
and introduced traditional practices in an attempt to meet the needs of the
patients.
• An anthropological study in 1996 (Ang, 1996) indicated that people generally
tum first to the family for treatment in times of sickness rather than seek out
community or health service institutions. Other determinants of demand
included the low cost of traditional healers, recourse to private practice by
government physicians, mistrust of government services, and the charging of
unofficial fees.
• Despite acknowledged limitations, the 1996 National Health Demand Survey
(Ministry of Health, 1998b; Pham, 1997a; 1997b) identified the gap between
health care reforms on the supply side and the failure significantly to increase
utilisation. However, some of the selected ADD areas had the benefit of external
assistance, which may have affected survey results. As the report itself states
(Ministry of Health, 1998b: 7), methodologically "[i]t is inconclusive ... that the
provision of technical equipment and materials alone is sufficient to
significantly increase utilization in public health facilities". The benefits of the
health care reform alone could not therefore be accurately judged.
Nonetheless, the National Health Demand Survey identified certain gains. Where
service delivery had improved (either as a result of reform measures or due to external
support) utilisation increased especially for ante-natal care, the level of self-medication
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declined, more patients used commune health facilities, household spending on health
care declined, and spending on private services declined. The survey confirmed that
health costs are a major item of household expenditure, that most tum to self-
medication or private services, that costs of hospitalisation are frequently un-affordably
high and that patients commonly must incur debt. Barriers to access, poor service
quality, the lack of drugs, and the clash with Khmer tradition were all mentioned as
reasons for not using government services.
Like other demand surveys, the National Health Demand Survey collected
information mainly on health seeking behaviour related to accessibility and cost of
services and patient preferences for first treatment. It did not thoroughly investigate the
cultural, social or environmental determinants of demand. The survey report does,
however, conclude that the strong attachment to family and to traditional customs play
a significant role in determining service utilisation. In 1992, van de Put (1992: 5)
concluded that "[i]mproving the utilisation of the public service cannot be done by
improving the quality of the service alone". Even so, the health care reform program
has effectively addressed only exogenous demand factors.
While it is not reflected in survey data, the use of traditional healers is almost
universal. Families may be very well aware of all the possibilities for care, but they are
also forced to make use of the possibility that is within reach financially and
geographically. Public health facilities are seen as just one of many possibilities, and it
takes time to develop trust in such a government service. Cambodians tend to trust only
the family at times of crisis and not to seek public or community services unless
absolutely necessary. Trust is developing very slowly despite changes in service supply.
Staff attitudes have a lot to do with this. One key informant described a typical
situation as follows:
... especially when you are at your weakest, when you are looking for help, if you go to the public
health services, then you cannot afford to go to any private service, you are completely
vulnerable, and when you are at your most vulnerable you are kicked around, you are made a fool
of, you are degraded in front of lots of other people, you are insulted, you lose face for everybody
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in the meeting room. It's not a situation that will ever make you go back there again (Key
Informant NG4).
That is, no care is in fact provided in such circumstances. By contrast, when
patients visit a traditional healer or a health staff in private practice they are usually
treated civilly, as a client. Similarly, at government facilities where doctors are helpful
and skilled, utilisation appears to improve. Consequently, as long as the needs of the
health staff for a living wage are not met, improving the conditions of service delivery
may act simply to raise the status of the medical staff as private practitioners, because
gain skills in the public system and use the facilities to refer patients to their private
practice.
Clearly, if public services continue to be widely under-utilised despite
improvements in service delivery the sustainability of the public health system cannot
be guaranteed. If access to effective health services is possible only for those with the
financial resources needed to purchase treatment, then only the more well-off sections
of the population will receive adequate health care while the majority, the rural poor,
will be excluded. These conclusions suggest needed changes to the design of the health
care reform program.
9.2 Design features
A number of the technical features associated with the design of the health care
reform program are brought into question. These can be looked at under the headings of
reform comprehensiveness and sustainability.
9.2.1 Comprehensiveness
The strongest aspect of the health care reform process in Cambodia is in the area
of planning and policy-making for district health care strengthening. The commitment
to rebuilding the district health system provides the most solid foundation for future
progress. By providing equal physical access to services and coverage of the entire
population at the district level, plans to strengthen district services at least in principle
meet criteria for efficiency, effectiveness and equity in addressing the basic health
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needs of the population based on the principle of universal health care. However, for
the reform program to contribute significantly to reducing the high levels of morbidity
and mortality among the population, especially in rural areas, the rebuilding of the
health infrastructure must be fully completed and the conditions of demand must be
better understood.
As long as constraints on the implementation of the policy are not overcome, the
commitment to health coverage is in danger of being seen only within policy documents
and not in actual achievements. The evidence shows that the implementation of the
health care reform has been more difficult than developing the reform policy. This may
improve over time, especially as the reform indicator framework becomes fully
operational. Even so, more needs to be known about the complex difficulties of
implementation. At the national level health planning may seem to be effective but an
understanding of changes is also needed at the provincial level. Health staff in
provincial locations (who have often not been included in preparations for reform) need
an incentive for carrying out changes. In many cases their livelihoods may be tied to the
old system. While salaries are low and the former health system may have functioned
very poorly, such inefficiency could be made a source of personal benefit (even though
at a very low level) by exploiting the opportunities that fall through cracks in the
system. New incentives will be needed to overcome this problem.
It must be understood, therefore, that endemic corruption experienced throughout
the public health system must have an impact on both service utilisation and eventually
on health status. This does not mean there is grand larceny, but almost universal
charging of under-the-table fees to public patients, mistreatment of patients to
encourage their use of private services, expropriation of drugs for private sale, illicit
charging of entrance fees to medical school, and various acts of petty bribery are
widespread. Often, only a proportion of budgeted funding form central authorities
reaches the facilities and programs for which it has been allocated. To most
Cambodians, this might appear as the normal means of doing business. It may be seen
simply as a means of making a satisfactory income in a situation where work and effort
are not rewarded. It nonetheless is a serious constraint on the further development of
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public health services. It is clear that without addressing the problem of inadequate
salaries paid to health staff the reform plans and district health strengthening may never
become a reality. In practice, the public health system will continue to be used simply
as a means to gain credibility and a reputation for practitioners who then mostly
practice privately. Providing adequate incentives to health staff to work for and within
the public health system is therefore critical to the implementation of the health care
reform.
A serious limitation of the district health coverage strategy is its conception as a
top-down program of reform. The plan involves the rebuilding of facilities across the
whole country. Its implementation is, however, ad hoc, in practice depending invariably
on the presence of donor funds and expatriate technical support. In those areas where
facilities are successfully rebuilt, their efficient operation also largely depends on
external support. In these conditions, three important design features are the
comprehensiveness, sequencing and coordination of reforms:
(i) Comprehensiveness: The reform program comprises a number of important
elements, including provisions for health information, health coverage and
health financing. There is not, however, a single comprehensive plan for the
implementation of health care reforms taken as a whole. A comprehensive
approach would address the issues of social conditions, fiscal needs, health care
demand, delineation of public and private services, and provider incentives
among other systemic concerns. Such an approach allows an evaluation of the
role of each component within the framework of the total needs of the health
system and provides a better understanding of those initiatives which are
immediately practicable and those which are possible only in the longer term. It
gives purpose and direction to the reform process.
(ii) Sequencing: As it currently stands, the reform program has failed properly to
consider the question of sequencing in the implementation of reforms - that is,
the order in which infrastructure, staffing, management and financing reforms
are introduced and the manner in which such reforms are combined. A
weakness of the reform is that it has not proceeded through the correct stages of
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implementation. For example, it may have been wiser to build a proportion of
health centres and referral hospitals under the HCP, say a third of them, and
when this was done successfully to start on the next group. This sort of planned
implementation has not occurred and instead the attempt has been made to build
facilities everywhere. Without the capacity to draw on trained staff or to provide
adequate staff incentives, a sufficient drug supply, an adequate recurrent budget,
or adequate community participation the widespread building of new hospitals
and health centres may result in under-utilisation of facilities and bring little
health gain Gust as was evidently the case during the 1960s). The evidence from
rural locations suggests that it may have been an error widely to destabilise the
old system of district and commune health facilities in favour of the new
operational health district boundaries without first having adequately prepared
staff, management structures and facilities. In this respect, many of the reform
initiatives exist mainly on paper and have not properly been put into practice.
(iii) Coordination: A comprehensive understanding of the reform process is the basis
on which the effective coordination of various players and various projects in
the broader program is possible. In practice, even where sufficient resources to
implement the health reform program have been provided by donors, the
resource inputs may not have been adequately coordinated. There has, in fact,
been close collaboration between the Ministry of Health and the donor
organisations in which the ability of the Ministry to promote its own views has
been crucial. This has enabled much of the progress that has taken place. Even
so, while the Ministry's coordinating committee, COCOM, has provided an
arena for discussing the work carried out by the different organisations in the
health sector and has helped to win acceptance for the Ministry's main policies,
in most cases the major donors have determined their own priorities, and then
sought Ministry support for them.
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9.2.2 Sustainability
Given the top-down approach, the sustainability of the health reform program can
not be guaranteed. While donor funding for reconstruction is essential, there are
implicit dangers. Should donor funding fall, or priorities change, or progress simply be
too slow, the health reform package of activities as it stands may simply collapse before
its objectives have been achieved. Moreover, the HCP involves not only the need for
extensive capital funding (almost totally foreign-financed) but also implies a significant
increase in the need for recurrent funding of an essentially larger service delivery
system. It was not evident during data collection that sufficient consideration had been
given to this situation. Whether the health budget would increase, as promised, to
provide the needed funding for the health system was an unresolved question.
Continued political instability, extensive demands on social and economic
development, and a wide range of unfulfilled social needs, make the situation more
difficult.
From the community point of view, new health facilities may not be perceived as
meeting the felt needs of families and patients. Given the apparent problems in
matching increased demand for services with improved supply, it is likely that a
bottom-up approach to the reconstruction of services - with a clear understanding that
funding and technical support were available from external assistance where ever
needed for projects that accorded with national plans - would achieve better results.
While the HCP exists to guide further work, a greater sense of ownership would be
gained should the impetus for rebuilding facilities come from communities themselves.
Improved utilisation may then be achieved and the sustain ability of the facilities
established.
The Ministry of Health has in the past shown an interest in developing primary
health care services but in recent years has been less sanguine. Even so, in 1995 the
government established the Inter-Ministerial Committee on Primary Health Care to
coordinate work between the ministries of health, rural development and agriculture.
Despite the opening of the Centre for Health Promotion and Primary Health Care
(CHPIPHC) within the Ministry of Health, PHC principles are not well incorporated
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into reform policy and practice. While not all preventive measures are necessarily cost-
effective, it can be argued that extending primary health care is the most efficient and
sustainable strategy, largely because "[t]he most severe health problems for children
and their mothers (for example) are those which are caused by the physical environment
and the socio-economic situation" (UNICEF, 1990c: 44). More attention therefore
needs to be given to incorporating primary health care principles into the reform policy.
There are therefore a number of evident shortcomings in the health reform
program. In the first place, it is exclusively a supply-side program and too little
attention has been given to understanding the nature of public demand for health care
services. While the reform policies focus almost entirely on service delivery, issues of
equity are treated simply as a by-product of the reform program. In view of recent
literature on this issue, giving too little attention to issues of equity could seriously
undermine the ultimate success of the health reform policy. On the other hand, the
precise nature of the public-private mix in service delivery has not been resolved and
the weakness and contradictions of the private sector have not been fully or consciously
considered. There may have been a quiet hope on the part of planners that the private
sector would simply fill the gap in service delivery, but the dangers implicit in such a
prospect, particularly where the government is unable properly to regulate private
services, require very careful consideration.
9.3 Recommendations
The attempt here has been not to disparage the health care reform policy but to
provide material for further discussion. A series of recommendations is offered in the
same spirit. The recommendations made here affect different levels of responsibility,
some related to government policy, some to the activities of the Ministry of Health, and
some to international policy makers working in Cambodia.
9.3.1 Social policy
The Royal Government of Cambodia has a firmly established economic policy for
the further development of the country according to the market principles. But it has no
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corresponding social policy or program designed to meet its stated aims of overcoming
poverty and meeting population social needs. Economic growth is regarded as the sole
means for achieving better social outcomes. In practice, most initiatives in social
development are left to external agencies. As the constraints imposed by the poor
security situation are relieved, more opportunities should be available for Government
leadership in social development. The first step is the need to separate macro-economic
from health policy concerns. At Ministry level, there is a need for sensitive advocacy
within the Government for this course of action. The following recommendations are
made with these comments in mind:
• That the Government develop and implement a detailed social policy indicating
a definite strategy for the development of health care and education along with
other critical social sectors;
• That as a key part of its fiscal policies the Government quarantine social
spending from budget shortfalls by meeting health and social needs as a priority
over security spending (to the extent that the security situation in reality permits
this);
• That the Government finds the ways, in collaboration with donors, to meet its
nominal, budgeted commitments to spending in health and other social sectors
and immediately to raise actual health expenditure to the targeted level of 2% of
GDP as a starting point;
• That, as a key area of economic and social policy, the Government, in
collaboration with donors, develop mechanisms to increase the salaries of
government workers in the health and social sectors;
• That as an immediate aim and as rapidly as practicable the Ministry of Health
extend the budget principles of direct funding to operational health districts (in
accordance with the principles for ADD areas under Chapter 13 arrangements)
as widely as possible;
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• That external donors consider the ways in which practical and financial support
can be given to support the Government's commitment to the development of a
national social sector policy with appropriate budget support for
implementation.
9.3.2 A national health plan
While the health care reform includes a number of important elements, no
comprehensive national health plan or long-term strategy for health development has
been established. This is most likely the consequence of the pressure of events, the
sudden arrival of international assistance, political instability, and the poor national
security situation, which have all focused attention on the shorter term. A new, more
stable, situation is now emerging. In order to achieve better coordination of donor
assistance and further develop a universal health system, the Ministry itself can afford
to playa stronger role in determining the strategy for health development and in
winning donor support for it. Problems with coordination, with implementation, and
with developing a comprehensive vision all point towards the critical need for the
development of a comprehensive plan. It is therefore recommended:
• That, based on previous documentation and research findings, the Ministry of
Health develop an integrated national health plan, which incorporates but goes
beyond the health care reform program, to be adopted by Government as official
policy;
• That the national health plan deal not simply with pragmatic issues of service
delivery and financing options (although these areas are critical to the proper
development of the health system) but provide a clear view of good health as a
basic human right, based on principles first enunciated at Alma Ata, and detail
the role of health care within an integrated social policy;
• That the national health plan detail the means for the development of an
integrated national health care system incorporating the principles of primary
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health care at district level based on the understanding of health care within a
broader social vision.
9.3.3 Determinants of demand
A serious flaw in the health care reform program is the failure properly to
understand the social and cultural conditions of the demand for health care. To gain the
full benefit of improvements in health care infrastructure and to tailor financing
initiatives appropriately, better knowledge of community attitudes is necessary. If this is
not done, there is a risk that the new systems will remain less·relevant to most of the
population and that new facilities will remain widely under-utilised. The previous
National Health Demand Survey and many regional surveys have focused on health
seeking behaviour in relation to government facilities. A broader and deeper
understanding of popUlation attitudes and behaviours is needed. Therefore it is
recommended:
• That the Ministry of Health undertake a review of the known experiences and
the literature available through WHO and other sources on the most appropriate
means for the integration of traditional health practices with modem medical
services.
• That to cater for the apparent needs and behaviours of the majority of the
population, especially in rural areas, appropriate means are devised for the
integration of acceptable traditional health care practices and traditional healers
into the day-to-day activities of government health centres in a way that makes
facilities more accessible to the rural population;
• That, as an immediate step and in response to the felt need by most of the
population for home based health care, the means be found to enable more
frequent and more widespread outreach activities from health centres into
villages and communities.
Chapter Nine 329
9.3.4 Achieving equity
The issue of equity in health care has not been adequately considered in
Cambodia. The principle of equity and the role of equity in strengthening the social
conditions of good health and health care need to be clearly spelled out. The current
exemptions policy is inadequate and new practical measures for meeting equity needs
are required. Reliance on the extension of private services to meet health needs can lead
only to wider disparities in income and heath status. The principle of universality must
be reinforced. Under current Cambodian conditions the implementation of private or
social health insurance is neither adequate nor appropriate. Targeting of vulnerable and
disadvantaged groups may be the best means to achieve equity. It is therefore
recommended:
• That the proposed national health plan include an explanation of the role of
equity in health care delivery and suggest the means for achieving it;
• That the Ministry of Health in collaboration with donors conduct pilot projects
with equity as their main goal, targeted especially at vulnerable and
disadvantaged groups, with a view to developing a practical approach to equity
issues;
• That the nature of private health services and the precise nature of the public-
private mix in health care delivery be carefully reviewed with a view to
developing a suitable strategic approach to private sector activities, based on a
thorough study of international practice (Aljunid, 1995; Frenk, 1993; Musgrove,
1996).
9.3.5 Reform implementation
While the planning stage of the health care reform was carried out with notable
success, the implementation of reforms has proved to be less well coordinated and more
problematic. More attention is therefore required by the Ministry of Health in the
implementation of health care reforms. To achieve this it is recommended:
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• That the Ministry of Health play the key role in the coordination of reform
implementation, drawing on the resources not only of the Ministry but of the
projects and programs of international donors;
• That the Ministry establish a 'Reform Implementation Office' (in the same way
that it has a 'Planning Office'), charged with the responsibility for organising
and monitoring the implementation of reform plans (including the HCP and the
HFC), responsible for developing a strategic plan for implementation, and
provided with the resources to develop a detailed database of national reform
implementation;
• That the top-down method of reform implementation be reconsidered and a
process of bottom-up implementation be tested in which - under strategic plans
developed by the 'Reform Implementation Office' - support is provided for
initiatives coming from local health facilities, communities, NGOs, or donor
projects for the integrated development of local health services supported by
national and donor resources;
• That the proposed national policy on primary health care form an important part
of the national health plan, PHC activities be integrated at district level within
the reform program, and the activities of the PHC department be elevated within
the Ministry of Health.
• That a study be made of the complex problem of providing adequate incentives
(both wage and non-wage) to individual health workers, as well as incentives at
the organisational and social level, for improvement in the delivery of quality
health services, based on international studies in the area of health worker
motivation (for example, Bennett, 1999).
9.3.6 Lessons from Cambodia's reform program
While drawing conclusions about the general status of market-based health care
reform from a single case has its own problems, some observations are possible. As a
vehicle for health development, the Cambodian health reform program reflected its
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time; conditions were ripe for rebuilding the health system, and contemporary global
health reform policies were applied to the task. Cambodia seemed to provide a timely
case for testing the principles of the 1993 World Development Report Investing in
Health (World Bank, 1993). However, it proved impossible to test this directly. ill
practice, the recommendations of the Report were not fully or directly put to the test.
While some recommendations were evident, others were rejected as inappropriate.
The major effect of the World Development Report has been to create a
widespread sense of legitimacy for applying policies derived from market principles in
a key area of social development. Carried out in the context of the transition to a market
economy, it was logical to expect that market principles would influence Cambodia's
health care reform. Excesses of reform and structural adjustment have been less evident
than in other cases, particularly in African countries such as Zimbabwe (Gibbon, 1995).
This is not to say the situation is without dangers. The effects of an unconscious
commitment to neo-liberal reform could easily overwhelm the commitment to equity in
service delivery and to social development goals if strict attention to policy issues is not
maintained.
Left to the market, health care would increasingly be available only to those few
people who earn a satisfactory cash income, but would not be accessible to the majority
who in countries like Cambodia have a subsistence lifestyle. ill such conditions, the
delivery of health care would be neither efficient nor equitable. The poor state of
government health services has, however, left the door open to unregulated private
practice. As long as government services remain poorly delivered, the danger is that the
widespread practice of unofficial charging for public health services and private fee-
for-service delivery will simply swamp the official system and more equitable financing
methods.
Moreover, the provision of health care has clear distributional implications.
Markets tend to redistribute incomes upwards and make private health care the
privilege of the wealthy. Conversely, the provision of publicly funded health care to the
population has the effect of redistributing income towards the poor and providing
universal coverage (see Evans, 1997b). For this reason, equity in the delivery of health
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care has a practical (not simply a moral) role to play in maximising the effectiveness
and efficiency of health care delivery. These distributional aspects of health care
delivery have not been fully considered. The issue of equity therefore requires much
more attention in the further development of the health care reform.
Itwas too early in the process of implementation to be able to see a decisive
response in health demand to changes in service provision. Some evidence indicated
that reforms had encouraged people to move from private to government services in
their treatment choices. At the same time, there remains a serious danger that reforms
based mainly on supply-side initiatives will not satisfy unmet health needs. The lack of
purchasing power among rural households is an indication that reforms which rely
principally on market mechanisms may be neither efficient not equitable. Despite the
rapid growth of the private health market, government intervention remains the primary
mechanism for addressing the problems associated with population health needs, with
the aim of attracting household spending from private to public services and providing
universal health care coverage. In the longer term, progressive taxation measures are the
most equitable and efficient means for meeting basic health care costs; until suitable
taxation measures are possible, different forms of community financing appear to be the
most equitable means to meet health care costs. However, the health system cannot be
financed without continued external support. Therefore, coordination of health care
inputs through the state is essential for balanced health development.
The implications of these lessons for the discussion of health care reform
internationally are considered more fully in the final chapter.
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Chapter 10
Lessons for Health Care Reform
The wounded surgeon plies the steel
That questions the distempered part;
Beneath the bleeding hands we feel
The sharpe compassion of the healer's art
Resolving the enigma of the fever chart.
The main points in this chapter are:
T.S. Elliot (1940)
Four Quartets 'East Coker'
• The concentration of health care reforms on supply-side issues of health care
delivery to the detriment of understanding the determinants of demand has
been shown in recent years to be inappropriate for developing countries
where the conditions of perfect competition are far from met.
• Unintended consequences have followed from the introduction of
inappropriate health care reforms and from the policies of structural
adjustment which have often led to declining living standards and the
reduction of government health care expenditures.
• The inherent weakness of health reform policy based on supply-side
economic theory implies the need for a new approach to reform that starts
from understanding heath care needs and uses equity measures as a means
from improving health outcomes.
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10.1 The 'enigma' of health care reform
Health care reform has taken many different forms in developing countries during
the past four decades or so, though it has not always been known by that name. These
various forms and phases of reform have been based on different ideological and
theoretical foundations. In the last ten years, health care reform has been shaped by a
shift towards economic rationalism based on assumptions about the market economy
and neo-liberal economic principles. This shift has been influenced by the international
economic crisis, the transition experienced in former socialist economies, and the
market economic theories of the West, and it has been accompanied by growing
problems in the distribution of resources between the rich and the poor. More recently,
different models of health care reform that address failings of the market approach have
emerged.
Because of the changes in the way that health care reform has been presented over
the years, understanding the precise meaning of health care reform has become a more
complex problem. Despite a decade of experience, the problem of accurately defining
health care reform is largely unresolved. Consequently, the 'enigma' of health care
reform remains. In practice, rather than a unique policy, health care reform, in all its
various forms, has become an integral part of the general field of health policy and
planning. Health care reform is now widely regarded as a process for achieving
efficiency, effectiveness and equity in health care delivery. Nonetheless, while no
longer the defining feature of a single process called health care reform, the influence of
market theories on heath policy remains strong. The World Bank and the IMF continue
to impose market principles on government policy in developing countries which seek
their support. While the need to modify market policies in health care has been
recognised, such policies still operate within the constraints of structural adjustment
policy. Moreover, the implicit acceptance of market philosophy in health care and other
social areas means that the canvassing of alternatives to a supply-side, economic
approach is limited.
The study of Cambodia has highlighted the main issues of health care reform for
poor developing countries. It provides evidence that the complex situation commonly
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faced by poorer countries does not always lend itself to broad policy recommendations
formulated at intemationallevel. What is interesting about the study is the extent to
which it highlights the particular characteristics of a single country and the degree to
which policies must be tailored to national needs. This final chapter looks at the
implications for health care reform policies based on the experience in Cambodia. It
discusses a number of questions, including the failure of the market in health care, the
unintended consequences of the market approach to health care reform, and new
strategies that may promote the role of equity in health care reform.
10.2 The failure of markets
One of the main conclusions of the study is to question the heavy reliance of
health care reforms on supply-side issues. This focus derives from the 'efficiency
principle' that characterises the market approach to health care delivery, but it is
strongly evident in all the models of health care reform. In Cambodia, the health care
reform deals with the coverage, financing and management of health care services. All
initiatives - from capacity building in the Ministry, to the Health Coverage Plan, to
projects in community co-management and the contracting of services - focus on the
more efficient supply of services. While there is undoubtedly a fundamental need to
establish greater efficiency in the supply of services, and to provide the population with
access to quality health care, the Cambodian example indicates that considering this
question to the exclusion of demand-side issues runs the risk that even improved
services will remain under-utilised. Supply-side policies are derived from neo-liberal
economic theory and focus on efficiency. Demand-side policies involve a greater
understanding of need (the 'benefit principle').
Neo-liberal economic theories are built on a number of questionable assumptions
about supply and demand. According to the principles of neo-liberalism and economic
rationalism, the most efficient way to distribute goods is through a free market system.
In this theory, it is assumed that all goods are consumed individually and no account is
given of collective consumption (which is common in areas like health or education). It
is assumed that goods supplied at the minimum cost will always be preferred in the
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market. It is assumed that the efficient supply of goods will always produce its own
demand. This system of 'perfect competition' is rarely met in practice. While it may
work with some degree of efficiency for particular commodities or in certain economies
(the United States has the world's most marketised economy), its application to the
delivery of health care is problematic. Even in resource rich countries, market models
do not provide the best way to distribute health care equitably (the United States is a
case in point). For this reason, in many developed countries the state still assumes most
responsibility for financing and/or provision of health care. It is even more the case that
in low income, resource poor countries, neo-liberal economic·rationalism will not only
fail to deliver health care in a more efficient and effective manner, it will have a
negative impact on population health status.
In recent years there has been a growing acceptance that the supply and demand
for health care - especially in poor developing countries - does not fit these
assumptions. The counter-arguments are well known. Some elements of health care,
especially curative care, are consumed individually. But almost all preventive and
promotive health care activities are collectively consumed. Health education and vector
control are clearly public goods for which the consumption of one person does not
exclude any other and for which no-one can be excluded from consumption (whether
they pay for it or not). The cost of supplying such goods to an extra person is virtually
zero and their provision should therefore be universal from an economic point of view.
Immunisation is the classic example of positive externalities in consumption of health
care in which the main benefits accrue to society as a whole, since infectious disease
transmission rates decline as immunisation coverage expands. Purchasers of health care
(patients consulting a medical practitioner) are generally unable to diagnose and treat
their own complaint and are forced to rely on the health provider. Information in this
case is neither equal nor perfect between seller and buyer. The argument that 'public
goods' should be provided by the public sector and other aspects of health care
(especially curative care) should be provided in the private market falls down on equity
criteria, which require that all people should have equal access to curative as well as
preventive care, regardless of their ability to pay. This equity problem can be only
partly compensated for by redistributing income to the poor.
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Cambodia illustrates these conditions very well. Much of the disease burden in
Cambodia, and other countries like it, has environmental causes related to poor
nutrition and poor sanitation, or is the result of viral and bacterial infection requiring
vector control programs (such as malaria, cholera, or tuberculosis). The major health
problems are currently related to preventable diseases that require public programs and
the collective consumption of health care, through public programs such as
immunisation coverage for polio, tetanus or infectious disease. Especially in rural areas,
there is very little knowledge about the conditions that produce good health, about
health services, or about the most effective means for acquiring appropriate treatment in
times of illness. There is therefore a great need for public health education. High levels
of illiteracy, especially in rural areas, mean that little information is available to health
care purchases about their medical problems or about the different types of medical
care available. Over-servicing and over-prescribing by private health providers is a
widespread and common problem as a result of this imbalance in information. Health
purchases often have little real choice between health providers due to barriers of access
including distance, treatment time, cost of service or lack of knowledge. There is
therefore relatively less competition among providers. Monetarily effective demand for
health services is very low despite the relatively high proportion of household spending
on health care. Most families go into debt or sell assets to meet their health care cost.
The ability to pay for health care is therefore very restricted. An increasingly uneven
distribution of income and widespread poverty in rural areas means that it is primarily
the well-off and those in urban areas who are able to take advantage of health services
provided privately while most people are excluded by cost. Finally, an extremely weak
taxation structure combined with a low proportion of the workforce in paid employment
means that the opportunities for redistributing income to the needy are very limited.
Market-based health care reform focuses primarily on conditions of health care
supply, with an emphasis on improving efficiency. There are problems with this
approach. The architects of neo-classical and neo-liberal economic theory specifically
ignored collective goods like health care (Marginson, 1997: 100). In practice, market
failures in health care have proved to be more extensive than proponents of the market
approach to health care reform conceded when the policies were first formulated.
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Moreover, it appears that market failure is greatest at lowest levels of national income. It
can be argued, therefore, that market theories are least applicable to the poorest
countries. In many cases, an emphasis on efficiency has put the future of district-level
health services in doubt, few health ministries can effectively deal with the burgeoning
private sector, securing access for the poor requires extensive government financial
support, and no panacea has been uncovered in the search for new sources of financing
(Creese, 1998).
Each issue related to efficiency must be treated carefully. A lower cost may not
always be the best option if quality cannot be guaranteed. Reducing the size of the
workforce may not always be beneficial. An interesting finding of the case study was
the discussion of workforce numbers. Official calculations that indicated the workforce
would increase under the Health Coverage Plan if all health centres and referral
hospitals were adequately staffed was often contradicted by local and foreign health
planners who looked towards a reduction of staff numbers and the redirection of
finances into higher salaries. These issues are complex and need complex solutions. One
solution to this problem, for example, may be found in generating a large increase in
demand for health services, but this has implications that also need examination.
Hence, a second implicit assumption of the market approach is that the demand
for health services will increase in line with improved supply. This thinking derives
from a premise ofneo-classical economic theory known as 'Say's Law', which argues
that supply will always create its own demand. The experience in Cambodia provides
further evidence that this is not necessarily the case for health care in poor developing
countries. Survey results indicated that demand for services may respond only slowly to
changes in supply. There may be a number of reasons for this. In countries like
Cambodia, people cannot demand what they simply cannot afford. People cannot
demand those things that they do not know they are entitled to; they cannot demand
those things that illicit practices or coercion put out of their reach; they cannot demand
those things that are accessible only after their highest priorities (like food and shelter,
which consume most of their income) are met; they will not demand what is
inaccessible or of unacceptably low quality. Perceptions playa role in determining
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demand. People will generally demand what they think they realistically can get, what
they think they are entitled to, and what is within their grasp economically. Some of
these issues relate to the conditions of supply, which are of course among the factors
that influence demand. But where poverty is widespread and 'monetarily effective
demand' is limited, a broader view of demand factors must take into account other
issues related to employment, entitlements, access to services, and other aspects related
to social conditions and the characteristics of civil society.
The study of Cambodia indicates that, under conditions of general poverty, the
scope for application of market principles for population health benefit is limited. In
Cambodia, the private market was most effective in distributing drugs (though without
any guarantee of quality) and certain acts of medical care such as birth deliveries. It did
not deliver comprehensive services. In such conditions, recognition of population health
needs rather than market principles should provide the starting point for the
development of health services. As the deficiencies of the market approach become
more apparent, new paradigms in health development in developing countries are
emerging. Of particular interest is the recent attention given to the social determinants
of health (at least in developed countries: Marmot & Wilkinson, 1999; Syme, 1996)
and whether such an approach can provide the starting point for new thinking on health
care reforms in the developing world. Although the efficient delivery of services is a
necessary consideration, it is not sufficient. Clearly, if the aim is eventually to improve
population health status and not simply to achieve economic efficiencies in health care
delivery, then a better understanding of the social conditions that shape health and
illness is essential.
There is increasing interest in restoring equity as a central question in health care
delivery. Where poverty and income inequality are pervasive, markets cannot work
effectively. The market will not adequately deliver health care to those who have least
purchasing power, that is, those most in need. In countries like Cambodia, where the
majority of the population live in absolute poverty, the market approach is likely not
simply to fail in delivering adequate health care, it is likely to lead to a further negative
impact on health status because those most in need of health services will be excluded
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from them. It is therefore necessary to consider carefully the nature of societies in
which reforms are introduced and not accept that the market approach is universally
applicable. As Hsiao (1995c: 162) comments, " ... rational policy should not be based
on ideology ... {and the} free market ... is not a panacea".
10.3 Unintended consequences
This analysis of health reform in Cambodia has proved to be an interesting study
in the relationship between international organisations and local health officials in poor
developing countries. In addition to the broader social, economic and political
influences on health care policy, international advisors clearly played a key role in
driving through reforms. International organisations bring expertise and knowledge that
is often not available in poor countries. Local health officials have a deep and extensive
knowledge of national needs and resources. How these elements combine is a crucial
element in any reform program. In Cambodia, the Ministry of Health played a strong
role in policy development. But the influence of international advisors was decisive. It
is therefore interesting to understand more fully the character of external assistance, the
degree to which international players transmit a 'received wisdom' in health policy, the
extent to which essential support is provided, and the degree to which solutions may be
imposed.
When health care reforms based on recommendations from the World Bank and
other proponents of the market model were implemented from the 1980s, a number of
unintended consequences became apparent, causing a modification in the way reform
policies were presented. For example, a strong recommendation in favour of user fees
had been made in 1987 (Akin et al., 1987); by 1990 this recommendations was
effectively rescinded (Gertler & van der Gaag, 1990). Some of the unintended
consequences of reform relate to the broad issues of economic restructuring (which
gave rise to the idea of health care reform) and some to the delivery of health care
services. The study of Cambodia highlighted a number of areas in which the dangers of
reform in economic structures and in health care could be seen, including problems in
budget funding, in foreign dependency, in experimentation with user charges, in the
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unregulated expansion of private practice, and in problems with staff incentive. (Some
of these issues have already been mentioned in earlier chapters.)
Structural adjustment: Health care reform has been closely related to economic
structural adjustment and to macro-economic policy. In many Mrican countries in
particular, adjustment conditions imposed by the IMF or the World Bank required that
government expenditures were curtailed and debt repaid before the government's
responsibilities for social services including health care were met (Kanji et aI., 1991;
Lancet, 1994; Logie & Woodroffe, 1993).
In many countries, structural adjustment has been associated with falling living
standards, increased poverty, widened income differentials, and lower levels of average
nutrition (Bijlmakers et aI., 1995; BMJ, 1995; Sanders et aI., 1997). In Cambodia,
attention has been drawn to the various ways in which structural adjustment threatens
to aggravate the problems of poverty and income inequalities. Kannan (1996) draws
attention to many of these concerns. He observes that prices for food items have
increased at a rate faster than general inflation, jeoepardising the food security of the
poor. Economic growth has favoured urban centres but has left rural areas largely
unaffected. Rice production has reportedly increased but serious regional disparities left
many provinces rice deficient, while the liberalisation of foreign trade has meant the
lifting of restrictions on rice exports. It is feared that increased investment in
infrastructure by the private sector will bypass agricultural areas, while the government
cannot guarantee public investment in rural services. While money and finance has
been liberalised rural people are still tied to an informal credit market where interest
rates are as high as 20-30% per month. Indebtedness is high in rural areas. Currency
depreciation has affected most harshly the poor and rural people who deal only in the
riel and have little access to the parallel currency (US dollars). The liberalisation in
trade and investment has meant a rapid increase in beverages and cigarette production,
with detrimental affects on health. Much foreign private investment has gone into
'quick money ventures' with few economic linkages.
Macro-economic restructuring has also had serious consequences for the funding
of health service delivery. Health budgets have often been slashed to meet the fiscal
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targets set for adjustment. Even though in Cambodia the effects of structural
adjustment have not so far been as direct or as detrimental as in many African
countries, health funding has suffered. Even so, government health spending has
plummeted since 1991 and is now below 1% of GDP (compared to an average of 2-3 %
in developing countries and more than 5% in the developed world). The health system
is not sustainable at this low level of government funding. The impact of adjustment
has been cushioned so far in Cambodia by the influx of considerable development
assistance which has helped to underwrite the budget and trade deficits. It is still early
days in Cambodia's restructuring and the situation could in fact deteriorate.
User charges: The experiment with user charges at government facilities
prompted by World Bank recommendations in the 1980s in many countries provided
very little cost-recovery but led to reduced utilisation and an increased burden on the
poor (Gilson, 1997). The inherent dangers of user charges are now recognised
(Feacham, 1998). The situation in Cambodia is much less clear and there is still a
feeling among health officials that there is little alternative to the application of user
fees for funding health centres and provincial hospitals. While user fee systems seem to
have been associated with improved service delivery in a few cases, it is likely that the
presence of external support and the payment of special incentives to staff were the
primary cause of improved performance (Case 1, Appendix I). The widespread practice
of making unofficial charges at government health facilities, combined with the low
quality of services, has deterred many people from using public facilities.
Cost-effective services: While the recommendation of Investing in Health for
improved government funding in cost-effective basic health services seem to have merit
in principle, in practice the situation has been different. Both low and middle income
countries have faced difficulties with the recommendation, but for opposite reasons. In
poorer countries, where annual per capita spending on government heath services is
often below US$lO, the funding necessary to meet the cost of the Report's proposed
US$12 minimum package services is commonly not available. This difficulty has been
aggravated by economic and health financing policies that give government funding of
health care a low priority. In middle income countries, by contrast, implementation of
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the US$1 2 package would mean releasing millions of dollars from the public system
into private services (Laurell & Arellano, 1996). This may be an economic windfall to
the private sector but it would come at great cost to the public system. In Cambodia, the
per capita cost of a minimum package of basic services has been calculated at US$9 per
annum, which cannot be funded from the government budget of less than US$2.
Providing the recommended package in Cambodia would therefore require either a high
level of user charges or a massive increase in dependency on foreign aid.
Private health spending: Under conditions where the supply of public health
services has been constrained there has been a rapid growth of private health services -
or at least of private health-care spending - at the expense of public services. The
conscious expansion of private services has not been a prominent part of health reform
recommendations, but it is the inevitable outcome of policies that restrict public service
provision. It has not been established that the expansion of private services is a cause of
greater efficiency in the delivery of health care. The effects on efficiency may in fact be
negative where utilisation falls and costs rise. In practice, in many developing countries
including Cambodia, private health services have expanded not because of their greater
efficiency but to fill the vacuum left by the decline of government services. In most
poor developing countries private spending is now the largest source of health care
financing. In Cambodia, three-quarters of all health expenditure is financed by
households' out-of-pocket spending. However, there is no effective regulation of the
private sector and no control over the quality of service. Some users, especially in urban
areas, perceive quality of service to be better than the government sector. There is
however considerable over-servicing and over-supply of drugs through private
providers, costs are generally higher than the public sector, and only a narrow range of
services is provided. There is evidence that in response to improved quality of services
people are willing to move from private to public providers.
Staff incentive: A major constraint on the effective delivery of government
health services is the widespread lack of motivation among health workers. Primarily,
the problem is one of low salaries, reflecting the low level and the arbitrary reduction of
national health budgets. There is evidence that in some countries the implementation of
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market reforms has made the situation of health worker motivation worse rather than
better (Mutizwa-Mangiza, 1998). Low salaries and the lack of staff incentives are a
critical problem in Cambodia. Because government salaries come nowhere near
meeting the daily costs of living, staff are forced to take unofficial fees, work in private
practice, acquire drugs for sale, and spend little time at their government posts. The
separation of public and private activities is prevented, and achieving an appropriate
balance between the two sectors is therefore maid impossible. Reforms that reward
private activities or provide opportunities outside the government service may in fact
only worsen the situation for those remaining in government employment.
These condition mean that health care cannot be treated in purely economic
terms, it has special characteristics as a 'commodity', and special methods of
distribution are required.
10.4 An alternate strategy
Questions related to the distribution of income and health expenditures were
discussed in Chapter 2. It was argued that income redistribution to the poor is likely to
have a beneficial effect on health status and ultimately on economic productivity. It was
also argued that where public structures for the redistribution of income through
taxation and transfer payments are weak, the provision of publicly funded health is one
way to achieve more equitable outcomes. For these reasons, health care needs to be seen
as a question of social welfare and not only as a question of economic efficiency. In
Cambodia, where much of the popUlation live outside the formal economy in
subsistence conditions, the way in which incomes, health expenditures, and health
services are distributed is an important question. The more that service provision is left
to market structures, the more likely it is that the poor and those in rural areas will be
excluded from effective health care. Nonetheless, the private market in health care is
growing rapidly, and it is not likely that government funding for health care will
increase significantly in the coming years.
In Cambodia and in similar countries undertaking health care reform, the choices
facing policy-makers are limited by the lack of resources available for health care.
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Clearly, there is a need to accept that private health care services will continue to play
an important role and to find a new relationship between public and private services
that helps to achieve the aims of efficiency, effectiveness and equity. A careful
evaluation of past policies would provide a starting point for achieving the necessary
balance. Just how the discussion of future policies is carried out is an important
question. For example, the tendency to represent some of the unintended consequences
of the market approach as a more or less inevitable situation that must provide the
starting point for future policy development is dangerous.
For example, the argument that, because private health care now captures the
overwhelming majority of spending in many developing countries, a significant part of
international assistance in the health sector should move from supporting government
services to supporting the growing private sector. This view has been put forward
recently by some of those associated closely with the production of the 1993 World
Development Report, including a former director of the World Bank's Health, Nutrition
and Population section (Feacham, 1999). As has already been pointed out, the private
sector in many cases has grown by default, due to constraints imposed on the public
sector. In Cambodia, private spending on health care has grown rapidly because the
quality of services in the government sector is low; investment in public services there
has been provided almost totally by foreign funding. There has not, therefore, been
adequate support for the public sector.
In general, the growth of private services is not inevitable but is an outcome of
policies supporting privatisation. The privatisation of government health services has
not been a part of the health care reform in Cambodia. However, the adoption of an
economic strategy based on rapid growth within the private sector has created a climate
which assists the expansion of private heath care delivery. However, there is no firm
evidence that private sector provision is either more efficient or more equitable than
public services. Private service delivery in Cambodia is uncontrolled and thought to be
of questionable quality. The argument for assistance to private sector providers
therefore needs to consider carefully the exact nature of private services in each
developing country.
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Modifications to the market approach have taken different forms in different
countries. The World Bank's program for health care reform in India in the early 1990s
was implemented under conditions of structural adjustment which included reduction
of the government budget and the neglect of health services of greatest relevance to the
poor. The program was criticised then for singling out health care financing as the
primary tool for policy analysis over the social dimensions of health and health care
(Banerji, 1994). More recently, a new World Bank program for India has focused on
increased investment in better public-private partnerships in health care, including a
greater role for government spending, particularly in the purchasing of health care
(World Bank, 1999a). Just how this applies in practice is yet to be seen. There are some
who argue that the change of approach by the World Bank may be more apparent than
real. In the case of Latin America, it is argued that the World Bank's earlier
commitment to reducing the role of the state within a neo-liberal framework has been
modified recently only to the extent that it helps to reduce the expression of public and
political opposition to the World Bank's underlying program of market-based reforms
(Laurell & Arellano, 1996: 3).
In Cambodia and in other developing countries there is therefore a need to think
carefully about the relationship between public and private service provision. An
implicit aim of the Cambodian reform plan is to attract spending away from less
efficient and less equitable private services and towards the public system. What is
needed now is a clearer program for achieving a new balance between public and
private services. Relying only on the regulation of private services is not sufficient in a
situation were the rules cannot be enforced (such as with the pharmacy trade in
Cambodia).
A clear lesson from the study of Cambodia is the need to situate proposed health
care reforms within a well worked out strategy for health development. Where health
care planning is characterised by piecemeal supply side reforms there are likely to be
more serious problems related to the content and sequencing of reforms, unintended
outcomes are more likely, and various reform plans will be less effective than they
otherwise might have been. In Cambodia, problems are already evident from
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undertaking the reconstruction of the district health infrastructure without accounting
for the funding for recurrent costs and without a clear understanding of health service
demand. To give proper weight to all the elements of efficiency, effectiveness and
equity, to match supply of services against effective demand, to balance the roles of
public and private services, to fund operational costs, to coordinate inputs around a
uniform aim, and to give direction and purpose to complex changes all suggest that
health reforms be placed within the context of a well worked out national health plan.
A new approach to health care reform designed for poor developing countries like
Cambodia would need to be based on a program that combined suitable roles for the
public and private sector with the principles of equity in health care delivery. Such an
approach would add to the existing body of work on the role of equity in health care
(Gilson, 1998a) and would consider broader social questions related to health. More
work has been done recently in developed countries on the social determinants of health
(Marmot & Wilkinson, 1999; Syme, 1996) and on the effects of inequality on health
status (Wilkinson, 1996). This may point the way for the development of new ideas that
take account of the social circumstances of health care in developing countries.
In this respect, there are some lessons from the past and some new areas that need
further investigation. Cambodia is endeavoring to come to terms with a history of
foreign war and internal conflict. In this situation there is a need for programs which
increase social cohesion, strengthen relationships within the community, and increase
the level of trust in public institutions. Understanding the nature of these social
conditions can help to define appropriate policies in the health area. Political and social
circumstances have long played an important role in determining health outcomes in
developing countries. There is a growing body of work on the impact of colonialism on
health in Asian and other developing regions (Arnold, 1988; Cohen & Purcell, 1989;
Doyal, 1983; Feierman & Janzen, 1992; Manderson, 1996; Navarro, 1982; Owen,
1987a). In the post-war period, national independence had a positive effect on health
conditions in many developing countries, due partly to improved medical services and
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partly to improved social circumstances. 1 Until the 1980s, according to Navarro (1984:
472),
Most improvements in health {were} due to changes in economic, social and political
structures rather than in the health-sector. Indeed, abundant empirical evidence exists to
show that the most important changes in the health of the underdeveloped countries'
populations during the last 20 years have occurred in revolutionary socialist
underdeveloped countries via changes in their economic, political and social structures,
independently of and outside the health-sector.
According to Doyal (1983):
The diseases of underdevelopment ... are a direct consequence of the wretched material
conditions imposed on most inhabitants of third world countries ... modern medicine
cannot provide any real solution to the health problems of the third world while social and
economic conditions remain unchanged (p. 137).
Accepting that poor health in developing countries is largely a product of their
subordinate political and economic status (Navarro, 1976; 1984) is a starting point. It
does not mean that nothing can be achieved in health policy until the problems of
economic and social development are overcome. Rather it adds to the view that adopted
methods of health care delivery should advance rather than restrict the task of raising
social conditions across the whole population. Furthermore, improved health care
services are necessary to increasing the level of health status in developing countries,
but this alone is not sufficient. The limits of the medical approach have been
established, and the important role of the social determinants of health has been
recognised (Powles, 1973; Syme, 1996). It is now argued in developed countries that a
feeling of control over one's own destiny is a determinant of health (Marmot &
Wilkinson, 1999). If this is true for the individual in developed countries, there is
reason to investigate the effects of limited national sovereignty on the health status of
1 From being" ... one of the most tragic features ofthe colonial situation ... " (Fanon, 1978: 229),
medical care was transformed during the period of post-war independence struggles when the
" ... problems of hygiene and of prevention of disease were approached in a remarkable (sic) creative
atmosphere" (Fanon, 1978: 248). Fanon was referring to the post-1954 Algerian independence struggle
against French rule during which the broadly based popular movement and the local population were
empowered.
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the populations in poor and dependent countries. The experience in Cambodia also
suggests that thought needs to be given to the manner in which reforms are often
delivered as a top-down process. If the determinants of health care demand are to be
better understood and the health needs of the population more effectively provided for
there is a good argument for considering a more bottom-up approach to reform
implementation.
I f problems arising from the unintended consequences of health care reform
discussed above are to be avoided, it will be necessary to begin with a broader view and
a deeper understanding of the social origins of disease. Yet very little has been done in
an attempt to apply 'social determinants' models to health in developing countries.
Such an analysis would require an investigation of the effects of both absolute poverty
and of relative levels of income. It would also need to take account of the disparity in
incomes and health conditions between developed and developing countries.
10.5 The future for health care reform
As a result of war, civil conflict, poverty, corruption, and a lack of public health
infrastructure in Cambodia, health status is especially low. The way in which people go
about addressing their own health care needs and the extent to which they can
themselves participate in solving their own problems is constrained by all these factors.
A market model that relies mostly on the private funding of health services amounts to
a cost-shifting exercise in a country that is already resource poor. This is not likely to be
the best way to achieve improved service utilisation or improved health status. Rather,
the effect of competition, of user pays financing, and of seeking individual solutions to
health problems in the private market only further rips apart the already tattered social
fabric and does nothing to address the social determinants of ill-health. Many people in
Cambodia feel poor, sick, disillusioned and disempowered. They first need the
confidence that they will benefit from services without paying a huge cost.
Such trust cannot be established if people do not feel they are being treated
equitably. There is a need, therefore, to bring considerations of equity more firmly and
more centrally into the program of health reforms. This means putting equity on the
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same level as efficiency in the analysis of health policies and developing operational
criteria for implementing and monitoring equity principles. These principles would
include:
• That the poor are not excluded from health care but are guaranteed the care
they need;
• That health care services are distributed according to the need for them rather
than the ability to pay for them;
• That communities be given genuine control over the management and
delivery of health services in their own areas;
• That poor villages have access to health facilities on an equal basis with more
wealthy areas;
Ten years ago, Lucy Gilson (1989) argued that free market reforms would not
address the root causes of health care problems and that realistic health planning
required a commitment to community participation, improved geographical access and
equitable financing of services. More recently (Gilson, 1998b), she has argued that the
market approach to health policy has encouraged a too narrow view of health care
based on efficiency and that given the complex nature of the causes of ill-health an
equally complex and wide-ranging policy response is needed, particularly to address
health inequalities. There is a need in Cambodia for such a complex analysis. Policies
based not simply on improving average health status but on targeting the needs of the
poor will produce better (and in this sense more efficient) health outcomes. The pursuit
of equity is clearly a multi-level political and technical process. A starting point is to
recognise that equity is not simply a goal of health policy, it is a means for achieving
better health outcomes.
In Cambodia, health care reform has appeared as a program of rebuilding the
district health infrastructure with a view to providing basic health services to the whole
population and to finding various ways to finance the system. Policies taken from the
international agenda for health care reform have been selectively applied. Greatest
attention has been given to those recommendations that focus on the development of
public health services. The experience confirms that market practices have limited
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applicability under conditions of widespread poverty. The are difficulties in the process
and evident shortcomings, which have been outlined in this study. The study confirms
that health policy development in developing countries is a complex matter that cannot
be addressed by sweeping policy prescriptions but requires careful consideration of
prevailing conditions. Cambodia provides an example of implementing international
health care reform policy under extremely difficult conditions. It indicates that extreme
caution is needed in very poor countries in applying policies based on market
principles.
An argument could be made that, based on experience, the process associated
with market-based economic and health reform needs to be reconsidered and radically
changed in favour of more equitable social solutions. This, however, is not likely to be
the case without major shifts in the economic and political situation. Such changes are
outside the capacity and the responsibility of health planners and policy makers to
affect. It is more likely therefore that the need to achieve greater equity in heath care
delivery will be achieved step by step. Cambodia provides only one example of why
such a process is needed.
A conclusion from the research is that health care reform internationally has been
implemented both without satisfactory evidence that reform proposals would achieve
what they were designed to and without a coherent theory supporting the reform
program. There is still no comprehensive theory of health care reform. Consequently,
health care reform appears increasingly as a technocratic response within the context of
economic transition. In the health care market, health care reforms have focused almost
entirely on the supply side. In this environment, the characteristics of health care
demand are commonly reduced to questions of ability and willingness to pay.
Approaches to health policy based on a view of equity and social need are more likely
to consider population needs and the conditions of health care demand.
A lesson from Cambodia is that policy development must be supported by a clear
program of implementation. At the time of the research for this thesis, that process had
not been completed in Cambodia. There were evident weaknesses in implementation
related to the comprehensiveness and sequencing of reforms. Cambodia is not the only
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example where poorly timed and incompletely implemented reforms have been evident.
These issues need further consideration in the discussion of health care reform. A
conclusion from the research is that too little attention has been given to the
relationship between international policy making and the implementation of global
policies in a national setting. A more careful consideration of concrete national
conditions on a case by case basis - including the social context - is therefore called
for.
This case study began by posing a number of 'theoretical propositions' about the
nature of health care reform in developing countries which were used to guide the
research. The proposition are listed in Chapter 1 (page 24). The case study in general
confirmed these propositions, which may now provide a suitable basis for further
studies. Following is a the list of propositions together with the responses found in the
case of Cambodia:
Theoretical propositions
Where the prevalence of communicable
diseases is high and both service delivery
and utilisation are at low levels, reforms
that rely principally on market
mechanisms are unlikely to satisfy unmet
health needs.
Similarly, where disposable income is
very low and much of the rural
population lies outside the cash
economy, developing countries are
particularly subject to what economists
call 'market failure'.
Given the increasing disparities in the
distribution of income and the wider
extension of the cash economy in poor
developing countries, government health
Response in Cambodia
The high level of communicable and
preventable diseases had been addressed
by extending the district health
infrastructure through new health
centres. The aim was to increase
utilisation and to attract financing
currently spent on private services by
providing higher quality services.
Market failure was evident in the
relatively high cost of service provision
and the inability to regulate quality of
care in the private market; the lack of
disposable income meant frequent use of
unregulated drug purchases; over-
servicing was common; the result was a
very uneven distribution of expenditure
between public and private sectors.
While in urban areas a greater range of
health services is available to those with
sufficient disposable income, the rural
poor cannot afford to access such
spending must remain one of the primary
mechanisms for social welfare and
income re-distribution.
As Third World governments are often
unable to fund a large proportion of
capital and recurrent costs of health care,
continued foreign assistance is a pre-
requisite for sustainable health care
reform.
Achieving the optimum balance in the
distribution and use of health care
resources in developing countries
requires concerted state intervention.
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services and resort to a range of low-cost
alternatives; improved health care
through government services is an
important way to address welfare needs
in rural areas.
The reform program and the rebuilding
of the district health infrastructure has
been possible only with support from
donor funds; without continued support
it is unlikely health services can be
maintained.
The government has a key role to play in
the coordination of health policy and the
development of health services and
continued state intervention in financing
and provision of services will be required
to achieve an effective balance between
public and private sectors.
It is appropriate to give the last word in this research exercise to a prominent
voice from the Third World. The late Julius Nyerere was the founding president of
Tanzania and a leader in international development thinking in the 1960s. He recently
reflected on the achievements of his government in light of the economic and political
changes of the last two decades. He also responded to the judgement that the social
policies on which his achievements were based had failed. Conditions will never return
to what they were in the 1960s, but in the coming decades health policy and social
development strategies may need to reconsider the lessons of the past in order to
develop more appropriate strategies. In an interview the year before his death (Bunting,
1998), Nyerere recalled the following exchange at the World Bank in Washington:
At the World Bank ... the fIrst question they asked {me} was how did you fail? I
responded that we took over a country with 85 per cent of its adult population illiterate.
The British ruled us for 43 years. When they left, there were 2 trained engineers and 12
doctors. This is the country we inherited. When I stepped down there was 91-per-cent
literacy and nearly every child of school age was in school. We trained thousands of
engineers and doctors and teachers. In 1988 Tanzania's per-capita income was $280. Now,
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in 1998, it is $140. So I asked the World Bank people what went wrong. Because for the
last ten years Tanzania has been signing on the dotted line and doing everything the IMF
and the World Bank wanted. Enrolment in school has plummeted to 63 per cent and
conditions in health and other social services have deteriorated. I asked them again: 'What
went wrong?' These people just sat there looking at me. Then they asked what could they
do? I told them have some humility ...
Cambodia is rebuilding its social and economic infrastructure after years of
conflict. Whatever the difficulties, there is a sense of hope that the problems of the past
can finally be overcome and that the country can work towards a better future where
people can enjoy a healthy life. Achieving this aim will mean giving careful attention to
the content of social and economic policies and maintaining a balance that encourages
development and meets human needs at the same time. In health care this means
building on a system to provide equitable and effective services to the whole
population. It is a bold step to take but one that will bring ultimate rewards.
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